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Programme, Priority, 


Personalities 


W #EN Parliament reassembles in ten days’ time, it will be clear 
that the political climate at last permits the rearming of the 
country to be treated with the seriousness it deserves. The assumption 
of last summer that there was a low limit to the amount of safety that 
th country could “ afford ” has been tacitly, and may soon be openly, 
abandoned. Ministers, Members of Parliament and common citizens 
are all frightened, and all calling for action; so much has been 
achieved by Mao Tse-tung. But not all the old inhibitions have been 
sLaken off ; the direction has been changed and the pace quickened, 
but it is still plodding. The Government still gives the impression of 
tired men making unwilling efforts. 


Yet if ever, in the field of public policy, there was a disagreeable 
necessity that will be over the quicker the more energetically it is 
tackled from the start, it is this unprecedented effort to ensure peace 
through strength. If it is done in sufficient measure and in time, there 
will be no war ; if it is botched and bungled, the effort may be in 
vain. Those who hate the necessity for rearmament most should be 
the most insistent on it now. 


What the country should require of its rulers in the next few months 
can conveniently be summarised under three heads—a specific Pro- 
gramme drawn up to meet the necessities of the situation, the grant 
to it of enough effective Priority to ensure that it is carried out, and 
the emergence of Personalities strong enough to give the public confi- 
dence that the policy will attain its objects. 


Programme 
s 


A specific programme—a promise to raise and equip forces of stated 
size by a stated time—is needed for two opposite, but by no means 
contradictory, reasons. The first of these is to make it clear that the 
British people are in earnest and mean to play their full part in the 
alliance of the free nations. The clamour that has arisen in America, 
accusing America’s allies of making an inadequate effort, is manifestly 
unfair, at least as far as the United Kingdom is concerned. Every 
country’s effort has been inadequate, but British achievements will 
compare favourably, by any test, with those of the United States itseli— 
as, with their usual fairness, the sober American publicists are pointing 
out. But backward-looking self-justifications are not very convincing. 
The major contribution that the British Government can make to the 
hardening of mutual confidence among the Allies, on which everything 
else depends, is to come out with a clear, specific and impressive state- 
ment, couched in terms that anyone can understand, of what they 


propose to do. 

But if this first purpose of a specific programme is to be able to 
show that it.is big enough, the second purpose is to be able to 
demonstrate that it is not unlimited. Public opinion in this country, 
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thoagh increasingly determined, is fatalistically so. 

lhere is a sinking feeling that the whole horrible business 

that this generation has known twice before is beginning 
again, a conviction that, however mildly it starts, it will 

mevitably cumulate until the burden is intolerable. If 

full war comes, this will indeed happen. But if war does 

not come—and the object of the policy is to prevent it— 

then what is now planned is only a fraction of what the 
country went through between 1939 and 1945. At the 
height of the war, in the middle of 1943, there were 
10,206,000 men and women in the Forces, in civil 
defence and in war production. A specific programme of 
re-armament could be turned into a similar figure of man- 
power required ; one may guess that it would come out 
at about one-quarter of the 1943 total. This is still an 
enormous waste of effort. But how much more rational 
it seems to ask the people to make the effort of a quarter- 
war to ensure their safety than to allow them to believe 
that there will be a steady drift back to all the home- 
front miseries of total war. 

Priority 
The programme once drawn up, it is very easy to 
declaim that nothing shall be allowed to stand in its way. 
Most people are now ready to say that ; but very few 
of them realise what is meant by it. An article on a later 
page illustrates some of the hurtful things—not really 
important in the national life as a whole, but distinctly 
inconvenient and unpopular—that will have to be done 
to get the needed number of men into the armed forces. 
At the other end of the scale, it is equally clear that 
sacrifices of wealth will have to be made, and it follows 
that the largest sacrifices will have to be made by those 
who are still comparatively wealthy. But those who 
make their sacrifices in person and those who make them 
in money have a right to ask two things of the politicians. 
The first is that nothing shall be asked beyond what 1s 
necessary and useful. There is perhaps little risk of too 
many men being called up. But there is a very great 
risk of too much wealth being conscribed. A capital levy 
is a prime example of a device that would squeeze an 
ounce of real benefit to the community out of a ton of 
sacrifice by capital-owners. Giving defence priority 
means abjuring acts of class warfare such as that. The 
second thing that the public has a right to ask of the 
politicians is that they, too, shall sacrifice something. 
There are already hints that it is “ impossible ” to reduce 
‘other forms of Government expenditure to meet the 
rising cost of defence. This means, of course, that the 
citizen is going to be asked to make all the necessary 
cuts in his own personal expenditures, the reduction of 
which seems fully as impossible to him as cuts in grants 
and subsidies seem to Mr Gaitskell. The Budget will 
be a very clear test indeed of whether the Government 
is really determined to give defence an effective first 
priority. 
Personalities 
The burden even of a quarter-war will not be borne 

unless the people have confidence in their leadership. 
The figures of the latest Gallup Poll published in the 
News Chronicle on Tuesday are most illuminating. Mr 
Attlee’s personal popularity has risen since October by 
two points ; he enjoys a clear majority of approval. But 
the stock of the Government as a whole has slumped in 
the same period by no less than 7 per cent, and is now 
at its lowest ebb. 
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Unfortunately, it is precisely in the most crucial 
departments that confidence is lowest. Public opinion 
has been very kind to Mr Bevin, since it admires the 
gallantry of his fight against illness. But the safety of 
the realm is involved. Mr Bevin, to put it bluntly, js 
no longer equal to his work, and it is imperative that in 
these critical months the country should have a Foreign 
Secretary who is fully alive and awake and capable of 
inspiring confidence both at home and abroad. The 
quartet of defence Ministers also inspire the reverse of 
confidence. Mr Shinwell has done very much better at 
the War Office and the Ministry of Defence than he did 
at the Ministry of Fuel and Power. But he is a contro- 
versial figure, an embittered and embittering man ; his 
“ tinker’s cuss ” speech is not forgotten ; and it is not for 
him that sacrifices will be made beyond the call of duty. 
Lord Hall and Mr Arthur Henderson are nonentities ; 
and Mr Strachey is perhaps the most distrusted figure 
in the Government. Taken together, it can be said of 
these four that they may not frighten the enemy, but they 
certainly frighten the British public. 


No Prime Minister has ever had a clearer duty than 
Mr Attlee has to replace these five of his colleagues by 
men who will inspire real confidence, not only in the 
Labour Party but in the country as a whole. If there 
were in the Parliamentary Labour Party reserves of talent 
to be drawn on for the purpose, the Prime Minister's 
task: would be easy. But there are not; one needs 
only to listen to the names that are put forward for the 
Foreign Office in current speculation to realise how very 
restricted, how almost non-existent, is the choice. It is 
therefore necessary to go outside the ranks of the party. 
Even this, however, does not by itself make a coalition 
of the parties strictly necessary—certainly not a coalition 
in the ordinary sense, a sharing of the patronage of office 
among the stalwarts of both the major parties. There are 
strong personalities among those servants of the state 
who are not active politicians. There is among the 
ambassadors at least one who would make an admirable 
Foreign Secretary ; there is among the retired service 
chiefs at least one excellent Minister of Defence. But 
it is not to be supposed that personalities of this sort 
would take office in a partisan Cabinet still bent on such 
spasms of doctrinaire spite as the nationalisation of ste¢l. 
At the very least, a truce is necessary if there is to 
be real leadership. And if the best men are to be sought 
for the job, it would be wrong to exclude active Con- 
servative politicians just because they are active Conserve 
tive politicians—and just as wrong for them to exclude 
themselves. 


We shall be told that this is not practical politics. But 
if practical politics is to continue to be the order of the 
day, the writing on the wall is clear. Labour’s popularity 
is slumping, and with a fuel crisis added on top of the 
burdens of defence, it will clearly slump further. [s 
really in Labour’s interest that it should limp on, steadily 
losing its moral authority, until in the ‘end it is forced 
into an election which, after such a performance, might 
well be another 1931 ? Can it conceivably be in the 
country’s interests ? Is it not far better to admit that 
the British nation is once again in grave peril, and that 


not only its manpower and its wealth need to be callec 
upon without exemptions, but also all its resources in the 
art of government ? The three 
Personali 


with 


Priority 
ties—will not combine with Party ; they w! 
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The Framework of Alliance 


HE machinery of the Atlantic Pact, now nearly two 
T years old, remains for the layman as mysterious, 
incoherent and confusing as ever. | “ There was a time 
when no one outside the organisation could understand 
what went on inside,” so a distinguished adviser at the 
Brussels meeting of the Atlantic Council was heard to 
mutter. “ But,” he continued sadly, “ now no one inside 
can understand either.” Comforting as this is for the 
outsider to hear, it unfortunately does not relieve him of 
the obligation to try to understand. For, with the 
appointment of a Supreme Commander for the integrated 
Atlantic force in Europe, with the need to get things 
done, the treaty, nations face the alternatives of achieve- 
ment or failure. This is the moment for as many people 
as possible to know what kind of an organisation has been 
created, what functions it must perform and what jobs 
it cannot do. 


Though its primary concern was with the defence of 
Western Europe, the North Atlantic Treaty also con- 
tained an ambitious Article 2 which implied that new 
economic and political relations might also grow under 
its auspices. When it was signed in April, 1949, some 
important questions in connection with this Article rose 
to the lips of its signatories; but there they have 
remained, so far as the public are concerned, suspended 
and unanswered. Will the treaty organisation replace 
the purely European association of the OEEC as the 
framework for America’s economic relations with free 
Europe and for free Europe’s economic associations with- 
in itself ? And can it be so expanded that ultimately it 
becomes the international organisation to end all such 
organisations, the main and adequate focus of inter- 
national co-operation in the western world ? Though 
many of his European colleagues were of a different per- 
suasion, Mr Bevin for one would have liked to say Yes 
to both questions ; British opinion has always looked 
beyond European association to the wider Atlantic com- 
munity. But, as committee begets committee and 


en multiply, experience seems to point the 
other way. 


The last eighteen months have seen the North Atlantic 
Treaty Organisation absorbed in the business of planning 
defence, while its relations with existing organisations 
and its own internal structure seem to have grown more, 
rather than less, confused. Until last September, its out- 
ward and visible signs of activity amounted to little more 

in many meetings and several plans. The Foreign 

inisters had met twice to consider “ principles and 
ibjectives,” and two similar meetings of their Ambas- 
sadors had been held in Washington. Then, realising 

“it own inadequacy, they appointed a standing com- 
uittee of deputies. e military committees made some 
prompt and detailed analyses of how much was needed 
ind how little was available in the way of men and 
a The production committee amassed a great 

of information about what could be produced where, 
W efficiently. There were three meetings of the 

‘ence Ministers to take note of these findings at 

ss ion oy there had a some considerable, 
parently haphazard, shipments of arms across 

Wala, As early as May last year the pes 

Treat admitted that the strategic concept of 


“aty had heen adopted and a defence plan drawn up, 


but nothing had been done to put plans into practice. 
The same is very nearly true today. 


But since September there have been new stirrings in 
Europe and America which are beginning to suggest a 
more effective line of action for the future. Perhaps, 
equally important, the scope of the organisation is begin- 
ning to appear in a colder, clearer light. 


* 


In October it was finally decided to take the bold 
step of recognising the necessary connection between the 
activities of the OEEC and the comparatively new defence 
organisation, rather than that Nato should set up its own 
economic division. A joint economic and financial group 
was instituted in Paris. At least on the financial side 
it was thus accepted that OEEC had access to facts and 
men which it would be vain as well as foolish to duplicate. 
The marriage was arranged without prejudice to the 
question of whether OEEC would be ultimately absorbed 
by Nato or retain its individuality. Again, on the finan- 
cial side, the Americans are gradually drawing the tangled 
threads of their foreign aid through the eve of a single 
needle in the person of Mr Thomas D. Cabot in Wash- 
ington. In future there is to be one foreign aid pro- 
gramme presented to Congress, the administration of this 
aid is to be centralised, and a broadly uniform criterion 
applied to its distribution. ‘“ This is what you need and 
deserve for your capacity to resist Communism” will 


replace the old label of “ for your economic recovery or 
development.” 


There can be only one logical conclusion to these 
developments: the duplication of recipient organisations 
will have to be brought to an end. There is no longer 
any room for, or sense in, the system whereby one 
European organisation receives and administers aid for 
recovery and another aid for defence. And, as Mr 
Gordon Gray foreshadowed, the organisation with which 
the United States has the relationship of an external 
patron will have to surrender to the new concept of 
“mutual” aid. Where economic recovery is still con- 
sidered incomplete it will have to figure merely as one 
of the factors which condition the contribution each 
country can make to the Mutual Aid programme of the 
Atlantic Pact. This would leave a few neutrals, now 
members of OEEC, out in the cold ; but they draw little 
or no aid, and it should not be difficult to make ad hoc 
arrangements for them. The staff of OEEC will, of 
course, be needed. And there are still certain important 
functions, such as the administration of the European 
Payments Union and the progressive relaxation of import 
restrictions, which must be performed by some primarily 
European organisation. But as the executor of American 
aid to Europe, and the interpreter of Europe’s economic 
relations with America, OEEC’s functions will, from now 
on, inevitably tend to pass to Nato. 


The North Atlantic Organisation itself is faced with 
the difficult transition from planning and preparation to 
executive action. In the planning phase, it has not been 
unduly hampered by having to work in twelve-man com- 
mittees. But when it comes to action, the taking of 
decisions and seeing to their execution, some more co- 
hesive organisation is clearly needed. On the military 





60 


side, a solution to the problem was ready to hand. There 
is a precedent for a Supreme Headquarters and thei is 
a popular and trusted Supreme Commander available. 
It does not follow that the road is quite clear for General 
Eisenhower. He will have to seek his major political 
instructions—such as were provided between 1941 and 
1945 by the conferences and correspondence of the Presi- 
dent and the Prime Minister—from somewhere. And 
he will have to seek means of securing the fulfilment of 
his demands for men and material. But, on the military 
side, at least the pattern of the organisation :s clear. 
*® 


The Brussels meeting of the Atlantic Council, which 
asked for the appointment of General Eisenhower, also 
set up a Defence Production Board, and Mr Acheson 
added that it should also have a Supreme Commander to 
match, in production of arms, the position of General 
Eisenhower in their use. The need is certainly there ; 
some unifying and executive force is clearly needed 
before the twelve nations will effectivcly take the 
common action that is required. But the problem of 
Organisation is more difficult. Not only is there no one 
with General Eisenhower’s prestige available, the nature 
of production is also more complicated. It depends on 
questions of labour supply, plant capacity, raw materials, 
designs and the like ; it does not lend itself to Supreme 
Commands, but rather to an elaborate process of com- 
parison and co-ordination of programmes and require- 
ments. In the war, in spite of the existence of a 
Combined Production Board, production was never run 
as a single programme ; the very useful work that was 
done was more in the nature of marginal adjustments 
between two large (and a number of small) national pro- 
duction programmes. But this work was useful and 
essential, and its equivalent will be needed in Nato now. 
The major difficulties are two: first, that there are twelve 
participants this time, not three (Canada was a member 
of the Combined Production Board) ; and, secondly, that 
this is still a period of phoney peace, when war produc- 
tion, though it may now be given an effective first priority, 
does not have an exclusive priority. There is a great 
difference between preparing for a contingency and 
facing a reality. The proper form of organisation 


Manning 


HE military planning of the British Government has 

until recently been proceeding one step behind the 
march of events. When war broke out in Korea official 
planning was still, in all important respects, based on 
the necessity to be ready for an emergency in 1954 or 
1957. In the intervening six months the plans have been 
overhauled in order to take some account of the urgencies 
of the international situation. In August the decision to 
increase the defence budget by about {£350 million a 
year was announced. In September, the period of 
national service was raised to two years and the scales 
of service pay considerably increased. It is generally 
understood that, following on the meeting of the North 
Atlantic Council in Brussels before Christmas, the scale 
and speed of iture on armament production have 


again been revised and that a much expanded 
will be announced when Parliament reassembles. 
It is not possible to make an accurate assessment of 


THE ECONOMIST, January 13, 195) 


remains to be worked out. Two guesses, however, are 

possible. The most effective organisation will probably 
be found to take the form of a central staff rather than 
of a Supreme Command ; and the twelve members of the 
Treaty will have to be content to delegate the major part 
of the work to three or four of their number. 


Raw materials raise similar, but subtly different 
problems. For one thing, they can hardly be discussed 
within a North Atlantic framework alone. And for 
another, what is needed here is considerably more execu- 
tive in function. Production must be organised, in the 
main, on national lines, but the allocation of raw materials 
can only be done internationally. It is known that discus- 
sions on the best form of organisation for dealing with 
raw materials have been going on since Mr Attlee was 
in Washington, though the outcome is still uncertain. 
Here, again, it is a question of creating a body small 
enough for effective action, but large enough adequately 
to represent a number of governments no one of which 
can be coerced. 


Thus the outlines of an effective organisation for the 
great alliance of the free nations are beginning to emerge. 
But the crown is still missing. In the last war, the com- 
bined machinery derived its authority and its impelling 
drive from the periodical conferences of President 
Roosevelt and Mr Churchill. This supreme organ will 
also, in some form, have to be reconstituted. Quite 
inevitably, too, its core will have to be American and 
British. Not only are these two the strongest partners 
in the North Atlantic Treaty, they are also the only ones 
whose world-wide responsibilities enable them to fit 
Europe into its proper place in the world picture. From 
the British point of view, of course, the ideal would be 
the continuance of the wartime two-nation association, 
and Mr Attlee’s visit to Washington in December, which 
had full French blessing, might seem to provide a new 
precedent. But it is unlikely that quite such an exclu- 
sive partnership would be agreeable, for long, either to 
the Americans or to the Europeans. Some broadening 
of the basis will be required ; but the warning should be 
given and heeded that too wide a divergence between 
formal and real responsibility will lead straight 1 
ineffectiveness. 


the Army 


the new British defence preparations until the revised 
programme has been announced or to make any detailed 
judgments on future plans until this year’s White Paper 
on Defence has been issued. But it is clear that Britain 
now has a considerable military establishment, and that 
if it is not adequate to the task in hand, it is less inade- 
quate than that of any other European nation. N0 
member of the Atlantic Pact at present imposes a longer 
period of national service. If in the past the produc- 
tion of new aircraft and wea has been too slow, 10 
other nation, except the United States, is taking swifter 
steps to repair its mistakes. During 1951, Britain wil 
dispose of ten, and possibly more, divisions, and four 
of these divisions will be in Western Europe. When the 
British contribution in Korea, the responsibility {0 
containing Communism in South East . aye vn 
almost single-handed responsibility for the safety © 

Middle East are taken into consideration, four divisi0? 
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will be proportionately a higher contribution than that 
of any other North Atlantic Treaty nation. 


Britain has no reason for self-reproach, but even less 
reason for complacency, for the increased defence 
measures that are being taken only postpone and do not 
solve a very grave problem of military manpower. The 
truth is that the increase in the number of army divisions 
now taking place represents not the beginning of a 
gradually accelerating build-up of force, but something 
very near to the maximum increase that, on present 
organisation, can occur in time of peace. Even with the 
addition of the 55,000 extra national service men that 
the army is acquiring as the result of the extra six 
months’ service, even if the increased rate of regular 
recruiting overtakes the present rate of wastage and 
eventually brings the regular army to something near 
a quarter of a million men, and even if the present 
changes in the organisation of the army’s rear echelons 
vield their full dividend, it is difficult to see how more 
than ten or twelve divisions can be formed. The skilled, 
responsible, experienced men, without whom a modern 
battalion or division is merely a crowd of men, do not 
exist in the army in sufficient quantities to enable any 
further expansion of formations. 


* 


But it is upon just such a steady expansion that the 
security of the West, during the next few years, depends. 
The problem is seen at its clearest in considering the 
defence of Western Europe. There are at the moment 
rather more than ten divisions in Europe. On present 
plans there will be some twenty by next autumn, includ- 
ing four from Britain. But it is generally accepted that 
there can be no certainty of deterring a Russian attack in 
Western Europe without a force of between 35 and 55 
divisions. Quite aside from the question of the German 
contribution, it is clear that every North Atlantic country 
has to be prepared to increase its forces over the next 
two or three years to double or more than double what 
itnow has in Western Europe. It is conceivable that a 
relaxation of pressure in Asia might enable Britain to 
increase its contribution to European defence without 
ising fresh formations, but it is equally likely that 
nore troops will be needed elsewhere, for example in the 
Middle East. 


_ The problem is not an urgent one, in the sense that 
it has to be settled within the month. Too rapid a 
nobilisation, either in the army or in the RAF, would 
vutstrip the mobilisation of industry and the production 
of equipment, causing harm to the economy and demora- 
sing the troops. The difficulty is to find a way to effect 
‘ peacetime build-up of the forces at all, since despite 

emergency measures that have been taken recently, 
tie British Army is organised for only two contingencies, 
‘mild policy of containment and an all-out war at a 
‘uure date. The British Government has taken measures 
° meet both these contingencies, but it has not yet 
frovided—and appears to have little thought of providing 
~lor the third and most likely contingency, a period 

partial mobilisation aimed not at fighting, but at 
reventing, a war, 


It is not easy to arrive at any solution. One method 
‘Pptoach would be to apply with even greater vigour 
s nemnels which have recently been used to bring the 
nig] £0 its present position. Service pay could be 
again in, say, another twelve months, and if the 
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response produced a satisfactory increase in regular 
recruiting, it could be followed by raising the period of 
national service to two and a half years. This would be 
coupled with less drastic measures, such as increasing 
the period of regular engagement. But there are obvious 
objections to this course of action. In the first place, the 
result of further pay increases would be unpredictable, 
especially if civilian wage rates go on rising. Without a 
significant increase in the size of the Regular Army there 


would be no point in extending the period of national 
service. 


‘The other course is to fall back upon the reserves of 
military manpower, the Territorial Army and the Class 
Z reserve. At the present moment, the Territorial Army 
is growing, and when the intake of national service- 
men, who are committed to three and a half years 
Territorial service, reaches its peak, the force will con- 
sist of 50,000 men, the bulk of whom are, of course, com- 
mitted to Anti-Aircraft Command. The Class Z reserve 
has now been roughly classified by the Service ministries, 
and it is possible to contemplate a call up, or at least, the 
registration, of the whole or part of it. 


* 


The obvious way to secure a steady expansion in 
the number of formations is to follow the American 
procedure—that is, to fill the gap between the capacity 
of the Regular Army and the dictates of strategy by 
mobilising three or five Territorial divisions. The great 
advantage of calling up a complete division rather than 
a mere number of men is that it is a balanced organisa- 
tion which can be trained to battle efficiency in a relatively 
short space of time. These divisions would be called up 
in rotation for a definite period—say a year or eighteen 
months—for service in Western Europe only. The gaps 
in their existing ranks would be filled by mobilising 
selected Class Z reservists for service with these 
divisions, not merely, as has been suggested, for a short 
refresher course. Thus the year 1954 might call for the 
mobilisation of a Territorial division in the West Country, 
one in the Midlands, and one in Scotland ; in that year 
the area, say, Plymouth, Exeter and Bristol would be 
rather short of lawyers, garage mechanics, country 
gentry and building labourers, who would be concen- 
trated as a division in the Ruhr or the Ardennes. The 
American Army has called up a number of national 
guard divisions and, in the areas from which they have 
been drawn, experience has shown that a great deal of 
inconvenience but no chaos has ensued. 


It would be idle to pretend that the use of Territorial 
divisions would not conflict with the manpower require- 
ments of the civil economy. It is true that three Terri- 
torial divisions add up to only about 55,000 men and 
that a great deal of their supply overheads behind the 
lines could be borne by the existing regular establish- 
ment. It is also true that there is a great deal of man- 
power which could be wrung out of the economy without 
impairing its efficiency. But it would be hard to mobilise 
the right kind of men without conflicting with civil needs. 
Elderly railway porters and dog race track attendants 
cannot form the basis of military expansion ; the respon- 
sible intelligent man who was, say, a troop sergeant or 
REME fitter in the last war, and who is essential if 
fresh formations are to be made, has, in all probability, 
created an important place for himself in industry. Any 
system which aims at creating a class of men who are 
soldiers and civilians by turn must work on an intelligent 
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and up-to-date classification of essential and non-essential 
occupations. 


One objection to this system is that it would mean 
recalling the young ex-national service man, in his 
Capacity as a compulsory Territorial, to do another stint 
of military duty. But since only a proportion of the 
Territorial divisions would be mobilised at any one time, 
it would not seem to be beyond the wit of the authorities 
to organise the posting of national servicemen in such a 
way as to ensure that a young man was re-mobilised only 
in the last year of his Territorial service, that is, after 
two and a half years in civil life. In any event, if the case 
were properly presented to them, most young men would 
agree that it is better to do a total of three and a half 
years peacetime soldiering than, as did most of their 
older brothers, four to six years of wartime soldiering. 


Finally, it can be objected that a partial mobilisation 
of the Territorial Army would destroy the element of 


The Role 


HE tide of Indian opinion about foreign affairs 

stems to be on the turn. During the past few weeks 
the ebb towards independence and neutrality has 
slackened sharply, and in some places interest is already 
flowing quite strongly in the opposite direction, towards 
a positive determination to oppose Communist aggres- 
sion. As yet, however, Mr Nehru, who is both Prime 
Minister and Foreign Minister, is not actively riding 
this new movement himself—and it is still he, as indeed 
it has always been these last three and a half years, who 
is the sole arbiter of Delhi’s foreign policy. As a result, 
several questions arise. Will Mr Nehru himself readily 
change his mind about India’s role in the world ? If 
not, will public opinion in favour of the western demo- 
cracies be strong enough to compel a shift in foreign 
policy ? And what direction might or should it take ? 


Mr Nehru has more than once in the past shown 
himself capable of admitting mistakes and changing 
his mind quite readily, in matters that he regards as of 
only ephemeral importance or where he does not claim 
to be expert. But this is not so in matters over which 
he has thought long and carefully ; and these certainly 
include foreign affairs. There, his attitude is based 
on a moral conviction which can easily be mistaken for 
obstinacy. 

Mr Nehru’s guiding principles in handling foreign 
affairs are few and simple : a passionate hatred of war, 
tempered by a realisation of the dangers of pacifism ; 
belief in the right of nations, untrammelled by alliances, 
to decide their own course of action in a given set of 
circumstances ; an old-fashioned aversion from any- 
thing that smacks of nascent imperialism or linger- 
ing colonialism; and a certainty that the poverty 
and low standard of life of a large proportion 
of the world’s population, so much of it in Asia, 
are real dangers to world peace and _ stability. 
These principles mean that the Indian Prime Minister 
believes deeply in the United Nations, but not—as yet— 
in collective security, that he understands and trusts the 
western powers but will not—as yet—support them, that 
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voluntary enthusiasm which inspires its central core of 
officers and NCOs, whose services are needed in far 
greater numbers than at present to make the Territorial 
Army efficient ; that men who will go cheerfully to 
total war will hang back from making sacrifices which 
are not demanded of the rest of the community. But, as 
a matter of logistics, it is probably impossible to devise 
any system for augmenting Britain’s military strength of 
which the burden will fal! equally on the whole country. 
The system of equality, that is, of compulsory national 
service, can provide only part of the forces required, and 
even the incidence of this system is not equal since it 
exempts the coal miner and the agricultural worker. The 
second answer is that no system devised since the origin 
of society can ensure equality of sacrifice: the intelligent, 
the patriotic, the responsible, must always bear more than 
their share of the burden because they possess those 
qualities, and the rest of the community, “the summer 
soldier and the sunshine patriot,” do not. 


of India 


he abhors Communist imperialism but does not—as yet 
—see India itself threatened by it.- He has suffered a 
sharp rebuff in his dealings with China, but has not 
relaxed his efforts to build a bridge between Peking and 
Lake Success. On his way to the Commonwealth Con- 
ference he wisely suggested to the astonished Egyptians 
that it was folly, at a time like this, to try to get rid 
of the British iroops in the Suez Canal Zone ; but he 
will not undertake any formal commitment with them 
himself. Mr Nehru, in fact, tries to stick to his prin- 
ciples, paradoxical as they often make his actions. Nor 
are they principles which he is at all likely to change 
easily. On the other hand, his interpretation of them 
could alter quite quickly. 


* 


This being so, the amount of pressure which Indian 
public opinion may now exercise on Delhi’s foreign 
policy becomes increasingly important. The origin 
of Mr Nehru’s ascendancy goes back to the days 
of the nationalist struggle when he was the Congress 
Party’s sole expert on foreign affairs. Since then, he has 
reinforced his position by virtue of what is regarded as 
the amazing influence he has built up in the outside 
world. Last October, when the Korean war seemed to 
be won, his stock had fallen a point or two, partly 
because his own political position at home had weakened 
as a result of the swing to the Right in the Congress 
Party’s presidential election, and partly because he was 
running into deep water in world affairs. He was 
criticised abroad, and therefore also at home, for his 
correspondence with President Truman and Marshall 
Stalin, for his advice against crossing the 38th parallel. 
for refusing to join the UN commission that was formed 
to run Korea, and for befriending a country which 


launched aggression in neighbouring Tibet. Since then | 


the pendulum has swung back the other way. Delhi's 
warnings have proved tr y justified in Korea, the 


Chinese have halted in their advance on Lhasa, and there 
has been a rush to support the Prime Minister in 
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brave words about defending the McMahon line on the 
Himalayas, in his firm dealings with Nepal and in his 
assumption on December sth of a protectorate over the 
strategic little principality of Sikkim. 

These events of the last few weeks have removed 
some of the unreality from the world in which part of 
the Indian intelligentsia lived. The parliamentary 
debate on foreign affairs last month, discussions within 
the Congress Party, and public statements by Right wing 
leaders such as Mr Purshottamdas Tandon, the Congress 
President, show that new efforts are being made to 
impress on Mr Nehru the dangers in which India stands. 
There is not, as he recently suggested in parliament, 
an undefined conspiracy of geographical and_ political 
circumstances in India’s favour. The world does not 
owe India security, which can be attained only by India’s 
own efforts and those of her friends. Foreign affairs 
were the one department which the late Mr Vallabhbhai 
Patel left entirely to Mr Nehru ; accordingly, the loss 
of the Deputy Premier is not directly felt there. But, 
indirectly, it will be keenly felt when there comes a 
clash of opinion between the Prime Minister and the 
Right wing party caucus, since it was Patel’s self- 
appointed task to restrain his own followers when they 
wanted to overrule Nehru. 


What does the Right wing want ? And how may its 
desires affect India’s relations with Pakistan, with the 
Commonwealth and with the free world ? If Mr Patel 
had directly exercised his own possible influence on 
foreign policy—as he did not—India would undoubtedly 
have been more closely aligned with the non-Communist 
powers than it now is. Pro-western feeling, however, 
only seriously exists among the top level of government 
servants and businessmen. While there has been a swing 
in public opinion, it is not yet strong enough to mean 
abandoning neutrality as a formal policy ; so long <s this 
formula has the aura of Mr Nehru’s personal support, 
itis likely at least to take some time to die. This means 
that, above all, relations with Pakistan are crucial. For 
those who wish to stand alone must be strong, and India, 
weak in terms of military power and an overburdened 
cconomy, cannot do more in the world until it has 


brought the struggle with Pakistan to a satisfactory 
conclusion. 


x 


From the point of view of the western world, there- 
lore, it is a prime interest that the Commonwealth 
Conference, meeting in London, should do all in its 
power to help settle the Kashmir dispute nuw that a 
compromise about the agenda has enabled Mr I ijaquat 
Al, Khan, the Pakistani Prime Minister, to attend. Both 
‘ountries have an invaluable role to play, India predomi- 
tantly in eastern Asia and Pakistan in the Middle East. 
Neither can play it with full effect until their mutual 
agreements are healed. And the Commonwealth 
a cannot afford to take sides, accepting the friend- 
'p of one if this means rejecting the other. At the 
‘ime time, although the value attached to the link with 
onwealth rises and falls from time vo time in 

Karachi and Delhi, there is a basic fund of great 

+ en and respect in both capitals ; this is, moreover, 
the few positive factors that they have in common. 

= could be no better way in which a settlemeat 
ie India and Pakistan could be reached than 
ugh Commonwealth mediation. Mr Attlee has been 
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wise to hold back from trying to mediate for Britain 
alone ; but neither he nor any of the other evwht con- 
ference ministers can afford to ignore the problem ; they 
should rather put their full effort into trying to solve 
this deadlock together before they leave Luadon. Its 
solution is a key to the future of the Commonweatth in 
Asia, and to the security of the whole Indian Ocean erea. 


The quarrel with Pakistan apart, India—as by far the 
biggest purely Asian power after China—has an ines- 
capable responsibility. It is useless for Delhi to believe 
and hope that it can detach itself from the world. The 
very speed with which India has established its great 
new international reputation is proof that it has an 
important part to play and that detachment is merely 
wishful thinking. The influence which Ind‘a now wields 
carries with it heavy responsibilities—in dealing with 
China and the new nations in South East Asia. Alongside 
Pakistan, India has a common interest with the western 
world in preserving peace and freedom from Com- 
munism in all these areas. These interests and responsi- 
bilities are likely in the end to face Delhi with difficult 
decisions over its role both in the common defence of 
the Indian Ocean and in any pact which may arise to 
cover the western Pacific. 


The answer must surely be to recognise that the two 
trends of present Indian policy are not incompatible. 
Delhi’s place is at the head of free Asia, aiongside the 
western world and in step with the rest of the Common- 
wealth ; indeed, this is the direction in which Indian 
public opinion is now moving. At the same .me, the 
events of the past three years show that Iiadia possesses 
unique qualities for acting as a conciliator and a media- 
tor, for being, as Mr Nehru himself has put it, “ che 
West’s window on the East.” In this task, it should 
strengthen, not weaken, Delhi’s hand to be sufficiently 
associated with the anti-Communist powers to fall back 
in their ranks if conciliation fails. It has been part of 
the function of the Commonwealth Conference to explore 
these realities. If Mr Nehru—and Mr Liaquat Ali Khan 
—leave London with a clear view of them, the gathering 
will have been worth holding on that score alone. 
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NOTES 


Commonwealth Conference 


External danger used to bring members of the Common- 
wealth together more quickly than any other common 
interest. Whether thas is still true remains to be seen ; 
so far the pressure of the cold war, whether in its western 
or Asian manifestations, has not been sufficient to produce 
in the younger members the reaction that could be counted 
on in the older. The Commonwealth system is so elastic 
as to allow India to take its own line about Korea, Canada 
amd Australia to refuse to follow Britain in recognising 
Peking, and for all to come together in London this week to 
see where divergent ideas about common interests meet. 
Out of this apparent confusion good may come ; but it is 
no use pretending that it does not strain belief in the 
solidarity of the world’s largest group of free nations. 
Diversity can be healthy in a club; but the club is a 
peculiarly British institution that is imperfectly understood 
abroad, where disunity is generally interpreted as weakness. 


The London meeting of Prime Ministers has been making 
fair progress with Mr Attlee as the skilful and soothing host. 
The atmosphere is such that a measure of common viewpoint 
is being reached on a number of topics, and that fact alone 
makes the meeting worth while and strengthens the influence 
of the members at Uno. Most of the discussion has been 
about eastern Asia—particularly relations with China and a 
peace treaty with Japan—and on defence of the Middle 
East. About Kashmir there have been talks of the most 
informal kind, some in Downing Street and some almost at 
Mr Menzies’s bedside. Every Prime Minister recognises 
that this—properly regarded—is the gravest problem of all ; 
it is unique in Commonwealth experience and its persistence 
leaves the defence of the Indian Ocean in a ramshackle state. 


Mr Nehru is said to have been adamant that China is a 
new great power, and must be treated as such; and the 
Indians seem still to believe that the Chinese advance has 
no more than a defensive design. Mr Pannikar in Peking, 
the source of their information, proved right when he warned 
London of Chinese determination to resist Uno troops if 
they crossed the paralle! ; it is just possible that he is right 
now, and that Commonwealth support for a fresh cease-fire 
proposal has some chance of success. 


* * * 


Cease Fire and Sanctions 


It is now a month since the United Nations three-man 
committee began trying to negotiate with Peking a cease- 
fire in Korea. Nothing in the military operations has shaken 
the Chinese conviction that they can win a glorious revolu- 
tionary victory; nothing in the diplomatic comings-and- 
goings (retraced in an article on. page 84) has shaken the 
belief of most Americans that conciliation is hopeless. Hence 
thé curious anomaly that, while there is to be another attempt 
at getting the cease-fire, the State Department circulates to 
22 governments a document urging them to brand China as 
an aggressor and to take economic and diplomatic steps 
against it. The power that is doing most of the fighting in 
Korea has no part in negotiation ; and most of the powers 
that are keenest on negotiation are doing no fighting. This 
may be logical, but it is not collective security against an 
aggressor. 


How keenly Americans feel that this is the point of prin- 
CBee at stake is not properly understood in Europe, where 
t is plenty of enthusiasm for armed action by Uno when 
it succeeds and none when it does not. There is probably 
better understanding in this country, although brilliant efforts 
of dialectic have been made to confuse the issue. 
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A fair statement to Uno of the British attitude would 
probably be this. By all means let one more attempt be 
made to negotiate a cease-fire, since if it were by chance 
to succeed, that would be by far the best thing that can 
now happen. The chances are, however, that it will fail, 
There will then be a clear case in logic for proceeding to 
pin the label of aggressor on Mao Tse-tung. We have 
no objection to that on the score of morals ; manifestly, 
he is an aggressor. Nevertheless, we dislike very much the 
proposition of applying sanctions to China. The harm it 
would do is very apparent—not least the risks it would 
involve for Hongkong—but we cannot see the advantage. 
We really do not believe that sanctions would make Mao 
reverse his policy or do him any particular harm, and as our 
bitter experience has proved in the past, it would in the 
end do more damage to Uno’s prestige to apply ineffective 
sanctions than not to apply them at all. We therefore hope 
very much that the Americans will not push the idea of 
sanctions. But this is not due to a wish for appeasement 
or any lack of realisation of the world situation—quite on 
the contrary, the unrealistic attitude seems to us to be that 
which would concentrate all attention and resources on the 
Far East. Nevertheless, the maintenance of the partnership 
with America being the very foundation of our policy, if 
the American Government, having listened to all the argu- 
ments, insists on having sanctions voted we will act as a 
loyal ally should. But we shall not pretend that we like it. 


* * * 


Mr Strachey’s Past and Present 


Politics have come to a pretty pass if Mr Strachey can 
remain a member of the Government after its formal decision 
to wind up the East African groundnut scheme. The decision 
was announced in a White Paper (Cmd 8125) issued on 
Tuesday. The Overseas Food Corporation has proved to be 
an almost fruitless investment of £36} million of public 
money. The extent to which a public corporation should 
be free from ministerial control and from parliamentary 
criticism is still unsettled. In this particular instance, how- 
ever, Mr Strachey was personally responsible for the speed 
with which the groundnut scheme was launched and which 
consequently involved the corporation in such heavy expendi- 
ture. Much more than this, he was also responsible for the 
attempts to hide from Parliament and the public the extes! 
of the mistakes and to give a falsely optimistic impression 0! 
what was happening. 

The facts that made this week’s decision inevitable must 
have been known to Mr Strachey and the corporation more 
than a year ago. Outside observers had a shrewd enough 
idea of them in spite of Mr Strachey’s attempts 2 
reassurance. It was already plain, when the corpord 
tion’s first report was published early in November. 
1949, that things had gone badly wrong. By then te 
corporation had already spent the £23 million which the 
original White Paper had estimated as the scheme’s capitil 
cost, but which had proved to be nothing like enough for 1: 
actual needs. It was also becoming plain, by November, 194°: 
that it was not only the finances of the scheme that wert 
wrong but its whole concept. The concept was that the 
productivity of African agriculture could be raised by large 
scale mechanisation. By the autumn of 1949 the Overseas 
Food Corporation had learned, or should have done, that th¢ 
indiscriminate use of machines in Africa cieates far more 
difficulties than it removes. 

At last the Government has faced the true facts of the 
groundnut scheme, and proposes to write off the £36} million 
which will have been advanced to the corporation by the 


end of March. But this belated confession should underline. 
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not hide, the fact that the Minister upon whom rests the 
blame for persisting in costly blunders now shoulders the 
heavy responsibilities of Secretary of State for War. 


* * * 


The Scheme’s Future 


Although it can no longer be called a scheme for the 
mechanised production of groundnuts in East Africa, the 
Overseas Food Corporation’s project in Tanganyika is not 
being abandoned altogether. The Government has accepted 
the corporation’s proposals for a seven-year programme 
costing about £6,000,000. Instead of the 3,210,000 acres 
of bush that the original White Paper envisaged could be 
cleared by 1953, instead of the 600,000 acres to be cleared 
by 1954—the target that Mr Strachey announced in Novem- 
ber, 1949—a total acreage of 255,000 is now to be cleared 
by 1957. But the most significant statement, in this context, 
is that the tractor force for clearing will be drastically reduced 
and that hand labour will be substituted for part of the work 
now done by machines. 


The bubble of mechanisation has been pricked, and the 
corporation seems to have taken heart the report, pub- 
lished last autumn (HMSO, 4s. 6d.), of a mission which 
concluded that mechanisation has a place in native agri- 
culture, but that in a great many instances it is only a small 
place because of its heavy cost. The groundnut scheme has 
thus become, in the words of the new White Paper, 


a scheme of large-scale experimental development to estab- 
lish the economics of clearing and mechanised or partially 
mechanised agriculture under tropical conditions. 


Since its true nature, an aspect of colonial development, has 
now been officially recognised, responsibility for the scheme 
is to be transferred to where it should always have been— 
on the Secretary of State for the Colonies. 


This transfer of responsibility, however, raises fresh 
questions. The Colonial Secretary cannot appropriately 
oversee the Overseas Food Corporation’s other venture in 
Queensland ; but as this project has always been run by 
a subsidiary in Queensland, its future need not cause any 
difficulty. What is more questionable is the retention of 
the Overseas Food Corporation at all. The logical step 
would be to transfer the new activities in Tanganyika to 
the Colonial Development Corporation were it not for the 
doubts that are held about that organisation’s efficiency. 
It is certain, however, that if the Overseas Food Corporation 
tas to be retained to administer the seven-year scheme, its 
organisation should be a mere fraction of what it is at 
present. The reductions in staff proposed by the corpora- 
tion itself hardly go far enough. 


* * * 
Fishing for Trouble 


The Sea Fish Industry Bill represents another Govern- 
ment attempt to cope with the manifold problems of the 
white fish industry, which since the decontrol of prices a 
eat ago has been reverting to prewar conditions of depression 
oh eality. The demand for fish fluctuates consider- 
: ¥; according to changes in such things as the availability 
in and vegetables and the size of the meat ration. So 
or fa supply—although the main problem here is the 
oad ae in which international competition (now re- 
ce alter a wartime interlude) has depleted the main 
5 € grounds. These economic problems are aggravated 
costly and wasteful marketing methods, which make 
oe of a difficult job and appear indifferent to the 
foe ee facts of consumer psychology, which is of par- 

at importance where fish is concerned. 


on trouble with the Bill is that it pulls out all the 
dicatine on the organ of Government planning, without 
Authorite which are to be played. It sets up a White Fish 

ty, to be appointed by the Ministers of both Agri- 
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culture and Food, and to be financed partly by a levy on 
the industry, partly by advances and a research grant from 
the Government. The authority can participate in many 
branches of the industry without any need for compulsion. 
It might, for instance, find new outlets for unwanted fish 
by financing the erection of processing plants or by develop- 
ing exports ; or it might enter the market in order to break 
the undesirable monopoly of a single wholesaler which exists 
at some small ports. It may use compulsion for such pur- 


poses as improving the quality of fish and “ staggering ” 
the landing of catches. 


If it were left at this, the Bill might well prove a modest 
success. Unfortunately, the Authority is also empowered— 
subject to the weak check of Parliamentary confirmation— 
to establish a compulsory scheme of regulation for any 
branch of the industry. What is the purpose of these further 
powers ? There is plenty of recent evidence to show that 
administrative regulation is no cure for inefficiency. Its 
effect is much more to ossify an industry—defects and all— 
and thus enable its prosperity to be guaranteed at the con- 
sumer’s expense. This Parliament ought not to be willing 
to give another “ doctor’s mandate ” to another public body. 


ot * oe 
Schuman Plan Paralysis 


Very little has been heard in recent weeks of the 
Schuman plan, which was to form the economic basis of a 
rapprochement between France and Germany. In Paris the 
attitude until the past few days has been one of determined 
optimism; but voices from Bonn have been speaking less 
certainly. The Germans insist that the Ruhr Authority, and 
the controls it exercises over the German economy, must be 
abolished before they consent to join the Schuman plan— 
a demand that the French resist with equal vigour. Another 
tender spoi is the limitation on the Ruhr’s steel production; 
the Germans want the curb lifted immediately (in fact, last 
year’s production exceeded the set limit), while the French 
will agree to talk about it only when Bonn has signed the 
Schuman plan. 


Still a third difficulty has cropped up with the failure of 
the Allied High Commission and the German Government 
to come to terms over the reorganisation of heavy industry 
in the Ruhr. To date the Ruhr industrialists, backed by Dr. 
Adenauer, have opposed the plan submitted by the Com- 
mission last month. It would end the ownership of coal mines 
by German steel concerns, and would split the steel com- 
panies into a larger number of units than the Germans favour. 
Unless a reorganisation along lines suggested by the Com- 
mission is pushed through, the French negotiators see little 
prospect that the free market envisaged under the Schuman 
plan could become a genuine one. 


The Schuman plan is suffering from the paralysing doubt 
that seems to affect all western plans when talks with Moscow 
are in the offing. Sizeable groups among both French and 
Germans long to see the establishment of a neutralised Ger- 
many, and their hopes have been warmed by the Kremlin’s 
latest Note. If this should happen, they argue, the entire 
basis of the Schuman plan would have to be reconsidered; 
therefore it is safer to wait. This is not only defeatism but 
nonsense; for the only “ neutralisation” of Germany that 
is remotely possible and acceptable is the kind that exists 
in Austria. There the Russians find no difficulty in recon- 
ciling the existence of an Austrian Government with a close 
grip on the economic life of their own zone. It is this kind 
of perverse French logic that makes the Americans turn reck- 
lessly and in despair to the Germans. 


* * * 


German TU Leaders’ Dangerous Move 


The leaders of the West German Trade Union Federa- 
tion are not Communists ; but they are pursuing a course 
as undemocratic and destructive as Moscow could desire. 
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To force their demands for the so-called Mitbestimmungs- 
recht, the Metal Workers’ Union has called upon ail its 
members to stop work from February ist until the 
Federation’s claim for equal representation on the boards 
of the iron and steel companies is granted. In a referendum 
the workers previously agreed to strike for this purpose. 
The coalminers may join in later. In some works the vote 
was not secret, and may not represent the real attitude of the 
men as a whole. Nevertheless, the Federation leaders would 
undoubtedly find their strongest support among the metal- 
workers. The men have been roused by a suggestion from 
the Minister of Economics, Dr Erhard, that the trade union 
directors whom the British introduced to the boards of 
decartelised steel companies would be dropped when the 
industry is finally reorganised. Dr Erhard has since assured 
them this is untrue. : 


~The Federation does not deny that its demand for a fifty 
per cent representation of union officials (not works council 
representatives) in all organisations of economic control from 
top to bottom, and in all enterprises but those of negligible 
size, would amount to a syndicalist revolution. They realise 
that the workers would be content with far less, but will 
throw in wage demands as a bait for unionists’ support. They 
have no intention of abiding by the democratic decision of 
Parliament. For that reason the employers’ side can hardly 
be blamed for the fact that, after long negotiations, no draft 
law has yet been presented to the Bundestag. Nor, indeed, 
is it clear why the government of a non-totalitarian state 
should force private firms to fill half their boards of directors 
with representatives of trade union headquarters. Most 
employers in Germany, reactionary and rapacious though 
they are on questions of wages and profits, are ready to agree 
that a delegate from the works council should join the board 
of managers ; but they will fight against outside interference 
by union officials in policy-making. If industry is paralysed 
by a strike in the Ruhr next month, a few men with a lust 
for power will have thrown away Western Germany’s greatest 
asset—the devotion of the German worker to his firm, 
undisturbed by class consciousness. 


a a nr 


Mlegal Rearmament 


There would be perhaps some diplomatic—and 
certainly some propaganda—value in arranging that the 
signatories of the Peace Treaties with Hungary, Rumania 
and Bulgaria should protest against the rearmament now 
going on in those ex-enemy countries. Rumania is entitled 
by treaty to an army of 120,000 men, Bulgaria to 55,000 
and Hungary to 65,000 ; instead, the Communist government 
in each country has increased its forces to two or three times 
these numbers. Indeed, as an article on page 85 describes, 
these three satellites now have between them 660,000 instead 
of 273,000 trained men under arms. And there is increasing 
evidence that they are receiving types of weapons forbidden 

_to them by the treaties, which laid it down that their arma- 
ment should be “closely restricted to meeting tasks of an 
internal character and lgcal defence of frontiers.” 


Here is a clear case of illegal and unjustified rearmament. 
Nobody has in any way threatened these countries ; they 
have ample police forces for internal security ; and if there 
is a warlike and tense situation in south-east Europe, it is 
caused by the Cominform’s effort to coerce Jugoslavia and 
stamp out Titoism. To trumpet the word “illegal” at 
them will have no effect on their governments, although if 
it were done long and loudly enough it might provoke the 
kind of explanation that makes even Communists look 
foolish. But it would help to draw attention to the safe- 
guards of public discussion, integrated planning and honest 
avowal with which the mere proposal of a west German 
defence contribution is being hedged around. And to hear 
the Bulgarian government ining how its rearmament 
contributes to “ ” would bring a little light relief into 
international ex ‘ 
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Putting the Lid on It 


Last June Mr Noel Baker was promising domestic 
consumers at least a million tons more coal in the twelve 
months ending March 31, 1951, than they had in the previous 
year. When he now finds it necessary to come personally 
into the kitchen via a loudspeaker and instruct housewives 
in the proper management of saucepans, planning may be said 
to reach its nadir. Planning is supposed to make possible 
a swift, realistic and equitable adjustment of all the main 
forms of economic activity, in the light of centrally available 
information and democratically determined policy, to chang- 
ing technical circumstances, stringencies and opportunities, 
Even if scarce coal were to be charitably regarded as a natura] 
datum, for which planners bear no responsibility, that does 
not exonerate them from the charge of having shirked their 
essential job of adjusting the economy to that datum. 


’ Their greatest weakness has been unwillingness to use or 
even to draw attention to the instrument of price. Few 
people know just what it costs to hear a wireless set drivelling 
to itself all day, or what actual savings in hard cash would 
reward them for consistently putting on the saucepan lid. To 
inform them, area by area, would probably be much more 
effective than to go on walloping the by now rather battered 
patriotic drum. The more obvious weapon of actual price 
increase is one which the authorities are naturally loth to use 
at a time when the cost of living is climbing in any case— 
though a regularly available electricity supply, sparingly used 
so as to keep household light and power bills at or near their 
present level, would be vastly better value for money than 
one that is precarious and unpredictable. 


The fundamental error was made long before Mr Noel 
Baker’s term of office. It was built into the planned structure 
of British industry during the years of Daltonian “ sup- 
pressed inflation,” when, with other channels of spending 
closed by controls and prohibitions, the public was encour- 
aged to purchase a torrent of electrical gadgets and was 
misled by unduly low electricity prices into thinking it could 
afford to run them. Whether in power cuts or in higher 
prices, the housewife will go on paying for a long time for 
these vagaries of pseudo-planning; and ministerial lectures 
on what to do with saucepan lids, though they have their 
humorous side, are cold comfort in a cold kitchen. 


* * x 


Keynes Behind the Curtain 


The review of Keynes’s “General Theory” by a 
anonymous Russian economist, reproduced on page %4 
of this issue, is of considerable psychological interest ; not 
least because its actual economic interest is so small. The 
“General Theory” and the corpus of economic thought 
derived from it have been attacked, especially in America, as 
a step towards totalitarian Socialism, as an ideological poison 
threatening to paralyse the nervous system of the free 
economy, distort its reflexes, and eventually kill it. It has 
also been criticised from the Left as a belated and wrongly- 
based recognition of the inherent contradictions of capitalism 
and a foredoomed attempt to cure what is past curing. 


These criticisms have shared, besides their conclusion that 
capitalism cannot be saved by such methods, a genuine truth- 
seeking analytical quality ; what they lack—and what might 
really enlighteningly have been supplied from Russiz—s 
an assessment of Keynesian theory and policy in practical 
political terms as the Marxist sees them. “ Commodily 
fetishism,” in Marxian terminology, is merely the screen fo! 
a system of power relationships ; Keynes, it might be held. 
ignored this system in favour of an altogether too automatic, 
too exclusively commodity-minded balancing of consider 
tions of profit and loss, security and insecurity, 4 '° 
cut-and-dried psychology. He prescribed measures which, 
however compatible they might appear on paper with the 
maintenance of capitalist economic relationships, would 2 
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oractice disintegrate capitalist power-relationships and bring 
the community applying them face to face with a _revolu- 
onary situation. On these lines much could be said—and 
said, by a skilful debater, in a way not easy to controvert. 
The chance, one would think, would be worth taking ; 
considering how important politically is the current faith 
in the possibility of stabilising high employment through 
Keynesian techniques, its destruction would be a notable 
ideological victory. 


* 


The author of “ Keynes’s Pseudo-Theory ” does not, to put 
it mildly, take that chance. No reader of his review could 
derive from it the remotest notion of what the “ General 
Theory ” actually is, let alone what impact Keynesian poli- 
cies might have on a capitalised society. He does not analyse, 
he inveighs ; and how he inveighs! No doubt translations 
from Russian to English may blunt some fine linguistic points 
and slip into some inadvertent absurdities ; but no blurring 
in translation could account for the extraordinary irrelevance, 
the effect as of ineffectively flailing fists, purple-faced fury 
and slavering inarticulation, which this polemic conveys. 


There is a place in debate for invective, though other 
weapons are apt to be more lastingly useful ; even patently 
unfair invective may, when pungently phrased, provide a 
certain esthetic satisfaction and, however unjustly, score a 
point for its author. But it is puzzling to know what manner 
of mind is expected to be convinced, swayed, or strengthened 
in its convictions by this piece of epileptic incontinence. 
Presumably it is the Russian mind, and the educated Russian 
mind at that; presumably it is to such stimuli that the 
countrymen of Tolstoy can now be counted on to react. 
Le style, c’est Phomme. Those kindly souls who are sure 
that the only thing needed for peace is an open-hearted, 
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cards-on-the-table, man-to-man approach to the Soviet 


should study the style, and draw their own conclusions as 
to the men with whom the West must deal today. 


x * *x 


London Planning in Theory and Practice 


A recent issue of Town and Country Planning* contains 
a summary of progress in the new towns over the last year ; 
a tailpiece to the samé issue makes it clear that it is the 
LCC which has done nearly all of the building in the London 
region since war ended. The LCC is developing twelve main 
estates, at distances of from 10 to 20 miles from Charing 
Cross, mainly in the green belt. Half of these “ quasi- 
satellites ” are now almost complete. They have rehoused 
over 17,000 families, whereas little more than 300 dwellings 
have been finished in the eight new towns serving London. 
Altogether, the present LCC programme will provide over 
40,000 dwellings in out-county estates. But what is to 
happen zfterwards ? The number of Londoners in need of 
houses is many times this figure. There is strong pressure 
already on London local authorities to “ modify ”—which 
means to sacrifice—the London plans and to build to higher 
densities in their own areas or in the nearby green belt. 


The theoreticai aiid official solution is to disperse three- 
quarters of a million Londoners to the ew towns and to 
existing towns within a wide radius of the capiial. Fy peri- 
ence with the new towns has amply demonstrated that such 
a policy will not work, save with careful preparation well 
in advance, and with strong and concerted action by Govern- 
ment departments. The case for dispersal is social and 
strategic ; whereas natural economic trends and _ political 
interests (including that of the Minister of Health in maxi- 


* Published by Town and Country Planning Association, 28, 
King Street, W.C.2. January, 1951. 1s. 6d. 
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mising the output of houses) run counter to it. It has taken 
the new towns several years to get a special housing allocation 
from the Ministry of Health, which may even now prove 
inadequate. It will be a harder and slower task to get 
existing towns in the region to build large numbers of houses 
for Londoners. Local incentives are lacking. The financial 
means and the drive must come from the centre, or from 
some special authority set up to cope with the London region ; 
and they must be provided quickly, or else the LCC pro- 
gramme will tail off before the development of these reception 
towns has begun. 


The Minister of Town and Country Planning must be 
aware of these problems. But he cannot get the co-operation 
of his colleagues—in particular the actions of the Board of 
Trade suggest that it has not heard of the Government’s 
official policy for London. This is an absurd situation. 


Fumbling and contradictory planning will get for London 
the worst of all worlds. ik . 


* * x 


Ambassadors to Spain 


_ _ The appointment of Sir John Balfour as ambassador 
in Madrid has hardly evoked a flicker of animation from 
the British Left wing. It is true that-tiie appointment has 
been made by a Labour Government and in. conformity 
With -a resolution passed at the United Nations on 
November 25th—on which, incidentally, Britain abstained 
from voting. But this appointment marks the end of an 
epoch of estrangement between Spain and other Western 
Powers, which began for Britain on Christmas Day, 1946, 
when the last ambassador, Sir Victor Mallet, was withdrawn 
as a protest against the existence of General Franco. The 
struggle now seems to be over between the common sense 
which said that ostracism was doing no good to the Spanish 
people and the conscience which said that there must be 
no truck with tyranny—of the Right. Mr Bevin’s decision 
also shows in some degree both the mounting sense of 
realism which Russian pressure has forced on the country, 
and the way in which the non-Communist Left has con- 
sequently lost much of its sense of direction. In the 
nineteen-thirties support for Republican Spain was the 
touchstone of the Left ; it was the cause which united and 
fired them. Today the approaching crisis of the world has 
produced no similar rallying cry—very few volunteered for 
Korea—and it is characteristic of the extent to which new 
dangers have brought new times, that the old ban on Spain 
has now been dropped with scarcely a whimper. 


The question now is: What next? The Americans re- 
appointed an ambassador just before Christmas ; the French 
—after considerable heart searching—are likely to do the 
same. This does not mean that Madrid will necessarily 
be included automatically in the economic and military 
consolidation of Western Europe, over which so many efforts 
have been made. But it does mean that it would be unrealistic 
in the future not to treat the Spaniards as possible allies 
and the whole Iberian Peninsula as a positive factor in 
western strategic planning. General Franco and many 
Spaniards have reacted against the previous hostility, and 
this will take time to die. But the community of interests 
should now be apparent on both sides and it will be the task 
of statesmen to remove, so far as is practicable, such 
inhibitions as may still remain. 


* * * 


Ibn Saud Lights a Candle 


The new oil agreement, so quickly and smoothly reached 
» at the New Year by the Arabian American Oil Company 
(Aramco) with King Ibn Saud of Saudi Arabia, looks so 
simple that it will stir the cupidity of every other lessor of 
an oil concession in the Middle East. In response to the 
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King’s demand for a larger share of the takings, Aramco 
has agreed to waive the tax exemption clause included in 
its original concession valid until 1993. It has agreed to 
pay Saudi Arabia, in addition to royalties at the present rate 
of 34 cents a barrel, an income tax of up to 50 per cent on 
its net profits after deduction of American income tax. The 
formula is not so simple as it sounds. How are these profits 
computed ? Most of the companies in the area pass their 
crude oil to other concerns at an early stage in the long 
series of transactions that take place before it is marketed. 
The Iraq Petroleum Company, for instance, sells to its hold- 
ing companies and others at only a very small profit. The 
ultimate profit on every ton sold would be difficult, if not 
impossible, to trace. The Anglo-Iranian company is 
alone in handling some of its products all the way from well 
to consumer. The basis upon which local net profit could 
best be computed would seem to be the price of crude oil 
at seaboard. But this price is bound to be a matter of 
arrangement between interested parties—the great oil com- 
panies. 

The hopes of Middle Eastern governments for quick and 
profitable new agreements on the basis of Aramco’s offer 
should not, therefore, be pitched too high. But there is 
more than one possible basis. The agreement is bound to 
lead to demands for a greater share in profits. News that 
it was in the wind was no doubt a part cause of the Persian 
government’s rejection of the Supplemental Oil Agreement 
on offer from Anglo-Iranian. It is likely ultimately to result 
in a number of new arrangements that may raise the price 
of oil to consumers the world over. The old days of the 
Persian Gulf price of three rupees a ton (roughly 12 cents 
a barrel) are numbered in the very few places where they 
survive. 


* * * 


Three Shifts for the Czechs 


Last week Prague radio devoted several bulletins to 
describing the joyful enthusiasm with which Czechoslovakia’s 
workers started the third year of their Five-Year Plan. They 
will, indeed, need all the enthusiasm they can muster. 
Although their achievement during the past year has been 
described as satisfactory, and although the plan is said to 
have been in many sectors over-fulfilled, they are now being 
exhorted to work still harder and to produce still more. The 
official explanation is that all the resources of the economy 
are not yet being fully exploited. According to Mr Kliment, 
the Minister of Heavy Industry, “ hundreds of thousands o! 
machines are idle many hours each day” ; although there 
are “ considerable reserves of raw materials ” in the country, 
“much criminal waste still goes on.” 


The remedy is sought in an intensiftcation of the drive— 
which has been going on for months—to recruit more labour. 
especially women, and a more determined effort to introduce 
second and third shifts into the factories. “ We are facing 
the task,” said Mr Kliment last week, “ of introducing twc 
and three shift production . . . and of getting workers to 
mind several machines simultaneously.” In his New Year 
message, President Gottwald complained that the workers 
were not yet displaying sufficient “ socialist élan ” ; second 
shifts in heavy industry, for instance, were only being worked 
to the extent of 8 to 12 per cent. It is, im fact, the needs 
of heavy industry that are as usual particularly worrying 
Ministers. Mr Erban, the Minister of Labour, is now urging 
women to go into the heavy industries ; last September he 
was more circumspectly asking them only to undertake “ll 
jobs with which women can cope.” 

The Czech leaders know that this continuous and pers!s 
tent pressure is resented by the workers. But they ar 
merely passing on the Soviet pressure to which they at 
subjected to extort growing contributions from the output 
of their heavy industries. 
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Progress in Agriculture 


The second report of the Agricultural Improvement 
Council (H.M.S.O. 1s.) is a heartening document. The 
Council’s task is to co-ordinate the progress of scientific 
research with the problems of practical farming. The actual 
supervision of research work is in the hands of a different 
body—the Agricultural Research Council ; and the job of 
persuading farmers to use the latest scientific techniques falls 
to the National Agricultural Advisory Service. But the traffic 
between scientist and farmer needs to move in both directions. 
It is just as important, and at least as difficult, to bring the 
current problems of farming to the attention of the scientist 
as it is to get the results of laboratory research applied in the 
field. The trouble is that the farmer’s problems vary from 
area to area, and change with the economic climate, while 
he cannot usually formulate them in scientific terms. To help 
the understanding of regional problems the Council has spon- 
sored pilot surveys of fen farming, chalk land farming, the 
intensive dairy farming of industrial Lancashire, and other 
specialised types of agriculture ; while a more important 
method of testing the interaction of scientific theory and 
local practice has been the establishment as part of the 
advisory service of a chain of experimental husbandry farms 
and horticulture stations. 


The most welcome fact reported by the Council is the 
changed attitude of farmers, Their traditional reluctance to 
adopt new techniques seems to have disappeared ; and the 
problem today is said to be one of getting the results of 
scientific research to them “in the quickest possible time.” 
Credit for the new attitude is given to the system of guaran- 
teed prices and markets. A farmer’s prosperity now depends 
much less on his business acumen, much more on his actual 
skill ; and, with the forward fixing of prices, he can now 
calculate with some accuracy the financial result of applying 
a new method. The Agriculture Act was passed from other 
and less worthy motives than this; but at least—if the 
Council’s picture is not overdrawn—it has had one useful 
by-product. 


* * a 


This Little Pig Stayed at Home 


The Minister of Food last week told 3,000 school- 
children that the extra food needed by the growth of the 
Asiatic peoples was bound to affect British habits of eating. 
He might also have said that these habits are already affected 
by the operations of his department ; he might have told 
the story of the Dutch bacon contract. The quantity of 
Dutch bacon delivered here in 1950 was only four-fifths of 
the agreed minimum. During the first part of the year, 
shipments were well above the minimum rate. But in May 
came the London dock strike. The Ministry of Food hesi- 
tated to take delivery at any other port, for fear of being 
accused of strike-breaking, and was driven to ask the Dutch 
bacon factories temporarily to stop manufacture. 


As this fantastic request was made when the pigs were 
coming to market in large numbers, the Dutch government 
lifted its prohibition on the export of pigs and pork, both 
of which found a ready market in Germany at rising prices. 
By the time the dock strike was over, the Dutch farmers 
were finding that it paid them better to export to Germany. 
To prevent the British contract fizzling out altogether, a 
levy of rs. per Ib was then imposed on exports of pork, and 
some pigs were thus led back to the bacon factories. But 
not all, for in the autumn other meat was scarce in the 
Netherlands, and the Dutch ate their own pigs. Add to 
this the farmers’ dissatisfaction with the bacon price, which 
was not increased to allow for the higher cost of imported 
feedingstuffs, and the failure to reach the minimum export 
target is not surprising. 

The story illustrates the chief fault of centralised buying— 
its entanglement with politics. Private trade could have 
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shipped the bacon to other ports without fear of political 
criticism. When higher prices were necessary to re-direct 
supplies from the German and Dutch markets to Britain 
the private importer’s only criterion would have been the 
public’s willingness to pay. The Government has to remem- 
ber that bacon figures in the cost of living index, and that 
the food subsidies must not be increased. 


Shorter Notes 


The Civil Service Arbitration Tribunal has now made a 
further award giving increases in pay to the typing and 
clerical assistant grades in the civil service. For shorthand 
typists and typists the maxima are raised from 116s. to 130s. 
a week and from 102s. to 115s. a week respectively (apart 
from proficiency allowances). Arguments based on the rising 
cost of living were used and were presumably accepted by 
the tribunal. The tribunal aiso made an award in the 
professional grades in favour of legal assistants. Here the 
cost-of-living was one among several reasons advanced. 


* 


The great lack of clothing among Middle East refugees— 
referred to in an article on “Arabs in Dire Need,” pub- 
lished on December 23rd—is a matter of particular concern 
to the British Red Cross Society. In response to an appeal 
from the United Nations Relief and Works Agency it has 
despatched clothing from its own stocks to Jordan for dis- 
tribution by UNRWA through Red Cross channels. Gifts 
of clean used clothing sent to the British Red Cross Store, 
88A, High Street, Lewisham, S.E.16, will be packed and 
despatched to the official relief agencies. 


One People 


The Mayflower, with her burden of nineteen families, 
whose landing at Plymouth 230 years ago the Americans 
celebrated, took them on board in England, and, in an 
historical point of view, the shores they left being asso- 
ciated with all the affections and memory are as important 
as the shores they arrived at. Their astonishing progress 
from that time to this, which was also ably and beauti- 
fully described by Sir Henry Bulwer, is all in America ; 
but their whole previous history, more extensive in time, 
rich im great events, and great deeds, and great men, 
belongs to England. Their lives and memories of 230 years 
are American ; but for many centuries before that their 
lives and memories were English. Their principles, as 
was truly said by Mr Webster [American Secretary of 
State] are English, “The great principles of Magna 
Charta, the principles of the American revolution, the 
English language, so that our children may recite 
Shakespeare and Milton on the shores of the Pacific,” are 
what Mr Webster devoutly hopes the Americans may carry 
over the whole continent. If a community of language, 
a community of intellect, and a common interest, consti- 
tute a people and not a political Government—which may 
be an odious tyranny or a mere imbecility—then are the 
Americans and the English far more one people than are 
the latter and their Celtic fellow-subjects. They have the 
same origin, and for nearly two thousand years the same 
history. Though the broad ocean rolls between the lands, 
the people have grown together, have gathered strength 
and greatness from one another, have prospered recipro- 
cally and mutually, have emulously learned to rival each 
other in improvement, have had a common property in 
all the sciences and arts, in all knowledge and skill ; they 
have had a common literature and a common intellect, 
common origin, and are, in all except Government, one 
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Can you tell me tf any there be 
Who will give to me employ 
For to plough and to sow, to reap and to mow 


And to be a farmer’s boy ? 


1 
i The Farmer’s Boy. TRADITIONAL 
S 
q THAT FINE OLD SONG was bellowed at Rent Suppers and 
d 


Harvest Homes long before Marshalls of Gainsborough 
were ever heard of, and Marshalls have been going for 
over a century. And in that century Marshalls 
have been largely responsible for changing the 
face of British agriculture. Gone or going are 
Dobbin the Percheron or Blossom the Suffolk 
Punch. We plough, sow, reap, mow, harrow, roll 
and bulldoze by tractor and crawler. The thresher has 
out-moded the flail, and the combine harvester is fast 
displacing the thresher. 

Sentiment bids us sigh for the past, but reason and 
economics make us more than thankful for the products of 
Marshall’s skilled teams of agricultural engineers. Not 
that Marshalls are specialists in agricultural im- 
plements alone. Industry knows well their Fowler 
diesel locomotives wherever, up and down the 
world, there is shunting to be done. Road 
rollers from Gainsborough smooth the roads of 
five — Marshall boilers and lofty steel chim- 
neys Cluster in the grimy manufacturing belts which are 
the backbone of Britain, 

Again, in Crook, County Durham, the Marshall 
Richards Machine Company continues to meet today’s 
Requirements of producers everywhere for a wide range 
of Wire and Tube Drawing Plant. The Marshall 


isation has stamped its name indelibly on the map 
of the world. 


e 
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THE SECRETARY 
YOU NEVER HAVE 70 
RING FOR... 





TIME-MASTER—the electronie 
dictating machine 


THE SCIENCE of electronics is rev- 
olutionising many of our concepts. 
And your ideas about the time 
and place for dictation will be 
revolutionised by the Dictaphone 
Time-Master—the new, electronic 
dictating machine. 


First, the Time-Master is so com- 
pact, streamlined and _light- 
weight (4} inches high) that you 
can take it anywhere and every- 
where : and dictate to it when- 
ever you wish. 





Then, its recording medium is 
the unique plastic Memobelt. 
Each Memobelt takes 15 full 
minutes perfect dictation. Each 
is so flexible that it folds flat for 
filing. So light that up to ten can 
be posted in an ordinary en- 
velope for 2}$d. 


Crystal-clear recording. 

No waste of your secretary's 
time because she “ didn’t quite 
hear that.”” Memobelt recording 
is outstandingly clear from be- 
ginning to end because the 
Memobelt still carries on the 
famous Dictaphone principle of 
cylindrical recording. 


Rapid transcribing. 

Your secretary can adjust vol- 
ume, tone and speed—by the 
simplest of controls, There is a 
pedal to back-space or repeat as 
often as she may wish—all instan- 
taneous and uniform in action, 


Write for TIM E-M ASTER literature to Dictaphone Co., Lid., 
Dept. O, 107, Kingsway, London, W.C.2. 


DICTAPHONE 


Regd. Trade Mark 


ELECTRONIC DICTATING MACHINES 





MADE IN GREAT BRITAIN. 
LEEDS NEWCASTLE LIVERPOOI 


Branch offices: BIRMINGHAM MANCHESTER 
BRISTOL @LASGOW DULLIN CORK BSLFAST 


"HE MARSHALL ORGANISATION 
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Letters to the Editor 


The Sardines Return 


Sir,—With reference to statements in 
your issue of December 30th, such as 
“the sardines have this year begun to 
come back” .. . “ since sardines normally 
supply over 50 per cent of the total 
catch,” ‘etc., etc... . . “ There are lots of 
good fish in the sea,” but there is not 
one single sardine in the sea off the 
Portuguese coast, or in any other sea. 
May I point out: 


1. There is a fish caught off the Portu- 
guese coast which is of the pilchard 
variety (Sardinia Pilcharda). This fish 
is canned in Portugal, mainly in and 
around the town of Setubal, and when 
the fish itself is in the tin, complete with 
olive oil (and perhaps a bay leaf or two), 
then, and only then, does it become a 
sardine. The same type of fish is, of 
course, canned in. France in the towns 
of Nantes and Concarneau. This type 
of fish (Sardinia Pilcharda) alone may be 
sold in this country as a sardine, but in 
America, Sardinia Pilcharda and Clupia 
Haringus are sold as sardines, the latter 
being one of the herring family. 


2. The Norwegian sardine is not a 
sardine in this country! This matter 
was decided, in the year 1913 I think, 
in the famous sardine High Court case. 
The Norwegian brisling (Sprattus Nor- 
vicus ?) really belongs to the sprat 
family, and here again, in America and 
in the British Commonwealth (excluding 
the British Isles), the Norwegian bris- 
ling may be sold and described as a 
sardine. 


3. There is another type of fish which 
reaches us in this country canned 4 la 
sardine, namely Norwegian sild. This 
fish is canned in tomato sauce or in 
olive oil, and belongs to the herring 
family—it is, in fact, a baby herring. 

To sum up: There are “lots of good 
fish in the sea” but there are no sardines. 
The fish becomes a sardine only when 
it is packed in a tin——Yours faithfully, 

Ernest H. TAyLor 
joseph Lingford & Son, 
Bishop Auckland 


German Deflation 


Sir,—Professor Bonn’s second letter 
adds nothing to his earlier and mislead- 
ing analysis. He not (and, of 
course, cannot) show that the loss of 
$400-450 million of reserves by Germany 
can be accounted for by the worsening 
of the visible balance of trade, and not, 
as I have maintained, by unregulated 
speculative forward buying of goods and 
currencies. He does not show why 
general deflation is a preferable correc- 
live instrument to selective controls 
(which would, incidentally, also keep 
luxury imports down without distress 
and unemployment). 

There is a grave danger that the 
German case and especially the Cairn- 
cross-Jacobsson recommendations, which 
have been ted by the representatives 
of the British rnment, will constitute 
a precedent. The Americans are already 
-pressing for the abolition of our controls 


over foreign trade and payments. The 
EPU agreement provides for their 
abandonment over a growing proportion 
of European trade and payments, with- 
out any assurance that investment and 
employment policies of the members of 
EPU will be co-ordinated to achieve full 
employment. I have no doubts about 
the efficacy of controls—if well handled. 
I have grave doubt about their abolition. 


Mr Bonn asks us to wait and see the 
results of the deflationary policy. Un- 
fortunately we waited when British and 
German economists advised Briining to 
deflate and saw Hitler’s rise to. power. 
We waited when the same policy was 
adopted by the present German Govern- 
ment, and have seen Western Germany 
wasting about 30 per cent of its produc- 
tive capacity for over two years by 
unemployment. In the present inter- 
national position it is no longer safe to 
wait for more of this sort of mistake.— 
Yours faithfully, T. BaLoGcu 

Balliol College, Oxford 


Afghanistan on the 
Frontier 


Sir—An article in your issue of 
December 23rd states that a loan of 
$21 million has recently been made to 
Afghanistan by the World Bank. The 
International Bank for Reconstruction 
and Development has not made any 
loans to Afghanistan. Afghanistan és not 
a member of the Bank, and so is 
ineligible to receive loans from it.— 
Yours faithfully, HAROLD N. GRAVES 

International Bank for 

Reconstruction and Development 


The Wrong Premises 


Sir,—In your issue of December 3oth 
you comment unfavourably on “the 
proposal to build a new Foreign Office 
in the place of Carlton House Terrace ” 
and inquire “ why should there be a new 
Foreign Office at all—or rather, what is 
the case for building it now ? ” 


Having worked at various times in the 
Foreign Office for a total of over twelve 
years between 1918 and 1945, I can 
certify that it would be hard to find a 
more inconvenient and wasteful office 
building. The rooms, especially on the 
first floor, are ridiculously high, with 
the result that all heat rises well above 
the level of the officials who remain 
frozen at their desks or typewriters. 
Experience of the grotesque waste of 
space and the inordinate time required 
to get from one department to another 
would, I think, convince you, if you had 
to work there for long, that there is a 
good case for a new Foreign Office. 


I do not know whether the present 
building was suitable for the Foreign 
Office as staffed prior to 1914, but I can 
vouch that since that date it has become 
more and more inadequate and unsuit- 
able. At the present time the Foreign 
Office occupies its own original building 
in Downing Street, most of the old India 
Office in King Charles Street, many 
houses in Carlton House Terrace, 3, 


Government. 


Cleveland Row, and the Old Stationery 
Office in Princes Street. I leave out the 
premises occupied by the German Sec. 
tion at Norfolk House in St. James's 
Square and Princes Gardens, as I pre- 
sume these will soon be vacated. This 
dispersal must lead to a loss of efficiency 
and to the necessity for a larger staf 
than would be needed if the Foreign 
Office were operating in an up to date 
and compact building especially con- 
structed for its requirements. A new 
Foreign Office would thus free a large 
number of buildings for other purposes. 
and the future use of the original build- 
ing in Downing Street might form the 
object of an architectural competition 
meriting a handsome prize. 


You accuse the civil service of push- 
ing the new doctrine that any activity 
of Government is ipso facto more 
important and deserving of higher 
priority than any private activity. The 
civil service follows the directions of the 
Surely your chiding 
should be addressed not to the civil 
servants but to their masters, and to the 
electorate for returning them to power 
at two consecutive elections.—Yours 
faithfully, © .V. CAVENDISH-BENTINCK 

London, S.W.7 

[This quite misses the point. We dc 
not doubt that the Foreign Office is very 
inconvenient. So are many other offices in 
private and public occupation. But what 
is the case for saying that, of all such, 
the Foreign Office is the most intolerable ? 
Who has even asked this question ? 

We do not believe that civil servant: 
only do what they are told to do by 
Ministers. They have to get Ministers to 
take the responsibility for what they do— 
but that is a very different matter— 
Ep1ror.] 


How to Pay for Defence 


Sir,—No consideration has been given 
to one practical means of spreading the 
load of defence finance as equitably as 
possible without disturbing too much the 
economy of the country and the will 
of the people to work by direct taxation 
of their incomes. 


Local authorities are necessarily very 
finance-conscious because their proximity 
to the taxpayer engenders a keen sense 
of responsibility. Every year these 
authorities receive large Government 
grants for services administered locally. 
There are no returns of the total amount 
of Government grants made to local 
authorities throughout the country for 
last year, but it is safe to say that the 
total amount is of the order of {£300 
million. Surely this figure could be very 
severely cut and the responsibility !0' 
bridging the gap so caused be fairly and 
squarely put on the local administrations. 
Because of the direct interest of these 
authorities in keeping local rates as low 
as possible, economy would be the ordet 
of the day and such economy would, of 
course, be in the field of public expendi- 
ture. The additional rates which would 
have to be raised would be fairly 4s- 
tributed without any great dislocation © 
business or effect on personal effort. 


It will, of course, be argued that 
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ment grants to local authorities 
ea of oatsolling these bodies and 
therefore that any reduction in such 
rants would have the effect of lessening 
myeir dependence on Whitehall. Without 
wing into the advantages or disadvan- 
nes of this, it is at best a doubtful and 
specious argument and with the advent 
of the art of statutory regulation there are 
no less sound means of controlling local 
wuthorities than there are of controlling 
individuals, At the same time, the effect 
of such a drastic cut would be a salu- 
«ry reminder to all tax payers, regard- 
jess of their politics, of the burden of 
public expenditure at the point where 
they could protest most volubly. 


It would also have an important anti- 
infationary effect, challenging the com- 
fortable feeling most of the larger 
yuthorities have about increased public 
expenditure, because of the fairly general 
huoyancy of total rateable value.—Yours 
faithfully, Gorpvon McLACHLAN 

London, W.8 


The Encroaching 
Corporations 


Sir—From his letter of December 9th, 
Mr Stuart Bowes apparently knows of 
only one part of the functions of* the 
ATAC—that of a consumer council. 
In addition he may perhaps be misled 
by confusing Lord Terrington’s Air 
Transport Advisory Council with the 
regional Civil Aviation Advisory 
Councils. 

The ATAC is an independent body 
st up by the Minister of Civil Aviation 
with two separate duties, first that of 
hearing views of the travelling public 
towards air services provided and, 
secondly, to advise him on the granting 
of licences for the operation of 
scheduled air services by private com- 
panies under associate agreements with 
British European Airways. 


_ The Civil Aviation Advisory Councils, 
in Scotland, in Northern Ireland, in 
Wales and in the Channel Islands, are 
aso consumers’ councils which make 
fecommendations, not to the Minister, 
but to the airways corporations. 


Mr Bowes’s letter is, I’m afraid, based 
on a complete misunderstanding of the 
position. Clearly there is a need for a 
lensing authority. And the ATAC is 
i. The private companies have, I 


understand, appeared before it and have 
made their case in detail. 


The directive to the ATAC contains 
the following : — 

It is Government policy in accordance 
with the Air Corporations Act 1949 that 
the scheduled and external air services of 
the United Kingdom should normally be 
undertaken by the British Airways Cor- 
porations, 

The Minister is satisfied, however, that 
it is desirable to continue for a further 
period the arrangements under which the 
Corporations have appointed independent 
Operators as associates under Section 15 
(3) of the Act to help them to discharge 
their responsibilities. 

The application from independent 
operators for Associate Agreements will 
be considered by the Air Transport 
Advisory Council, who will make recom- 
mendations to the Minister. 

The Associate arrangements should be 
in respect of services which do not over- 
lap or compete with existing services and 
planned programmes of services of the 
Corporations, except that services may be 
recommended on routes which the Cor- 
porations are not operating but intend to 
operate in the future, for the period up 
to the planned date of the introduction of 
the services of the Corporation con- 
cerned. 


Our objective in BEA is to eliminate 
as soon as possible our operating deficit. 
Possibly that may squeeze out some 
charter companies from _ certain 
scheduled airline operations. If so we 
regret it. But such a result is not our 
design. In fact the only new route 
which will be taken up to the exclusion 
of charter companies in 1951 is between 
Manchester and the Isle of Man. Our 
intention to do this was made known 
before the private operators began ser- 
vices on it. On the other hand BEA 
has wound up its charter section and we 
are not setting out to compete with the 
charter companies in this field. Indeed, 
during the past year we have passed over 
to the independent operators some 
£90,000 worth of charter business. 

So that there may be no doubts on the 
position, may I say again that our pur- 
pose is: 

(a) To eliminate our deficit by 
developing economic scheduled opera- 
tions in the public service. 

(b) To avoid placing the charter com- 
panies in an unfair situation by making 
clear our plans for future services. 

(c) To develop interline traffic through 
agreements with private operators for an 


73 
integrated pattern of connecting services. 
(d) To pass on to the private com- 
panies enquiries for charter business 
which we cannot accommodate on our 
scheduled services. 
Yours faithfully, Peter G. Maserieip 
British European Airways, 
Ruislip, Middlesex 


Controls for Father 
Christmas 


Sir—Mr James Rootham’s letter 
Shows a keen economico -.analytical 
approach and his suggestions are preg- 
nant with possibilities. I cannot, how- 
ever, agree with his last sentence. 


I do. not doubt his statement that 
advanced penological thought would 
approve his suggestion of disabusing a 
child of his belief in Father Christmas 
as a penalty for kicking the mundane 
individual in a department store. Peno- 
logists are a race apart and, like psycho- 
analysts, there is no one outside their 
ranks who can understand them, explain 
them, or appreciate them. 

From a psychological viewpoint, the 
proposed punishment would irrevoc- 
ably lead to a compulsion neurosis. The 
shock of finding oneself deprived of 
the reality of such an important per- 
sonality in the course of ordinary educa- 
tion is great enough. But, to lose this 
all-powerful Father as a punishment for 
demonstrating one’s Oedipus complex, 
would cause irreparable mental trauma. 
For, the culture compulsion, after trans- 
formation into ego compulsion, is in 
deathly struggle with the organ com- 
pulsion. The ego accepts the demands 
of culture, but it remembers and seeks 
revenge. A compulsion neurosis i3 
almost inevitable—Yours faithfully, 

LEON M., SHIRLAW 

Romford, Essex 


The Covenant Clamps 
Down 


Sir—Your correspondent, Mr R. 
Gresham Cooke, and his society certainly 
deserve a note of approval from The 
Economist. That manufacturers sell 
cars 100 per cent below auction prices 
makes the industry unique, and I, too, 
shall order a free car.—Yours faithfully, 

G. Haypock 

London, S.E.27 
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Books and Publications 


American Economic Policy 


The Economics of Freedom, The Progress and Future of Aid to Europe. By 
Howard S. Ellis. New York: Council on Foreign Relations; London: Royal Institute of 


International Affairs. §49 pages. 355. 


All the publications of the Council on 
Foreign Relations enjoy exceptional 
authority, but none can be more 
authoritative than this. It appears as 
the report of a Committee of the Council 
of which General Eisenhower was 
Chairman and economists and publicists 
as eminent as Mr Hamilton Fish 
Armstrong, Mr Hanson Baldwin, Pro- 
fessor Viner and Professor Williams were 
members. Dr Howard Ellis was the 
chief draftsman, and he was assisted by 
a staff of equal quality. In short, the 
book should be regarded as the American 
equivalent of the report, not merely of a 
Royal Commission, but of an unusually 
well-chosen Royal Commission, in 
Britain. 

The disadvantage of the committee, or 
Royal Commission, procedure is that it 
takes time—in this case, the best part of 
two years. The result is that events 
sometimes overtake the deliberations. 
This book contains ideas and proposals 
which two years ago would have 
seemed to most Americans to be very 
radical. But ideas have been moving fast 
in those two years, with the result that 
much of what the book has to say will 
now meet with almost placid acceptance. 
Indeed, in many respects, Mr Gordon 
Gray’s recent report—an official docu- 
ment written under political pressures— 
is prepared to go further. 

As a solid, documented exposition of 
the case for American aid to Europe, 
however, “ The Economics of Freedom ” 
could hardly be bettered. It is divided 
into four parts—first.a general account 
of ERP ; second, a series of unusually 
penetrating “country studies” of the 
United Kingdom, Germany, France and 
Italy ; third, a discussion of “ regional 
problems and plans” (which is very well 
balanced on the question of “ integra- 
tion”) ; and finally a section on American 
policy for the future. It is this last part 
which is naturally of greatest interest. 
It goes without saying, by this time, that 
the approach is consistently liberal. But 
it is also Liberal in the sense that often 
seems to Europeans to be somewhat old- 
fashioned. This can best be conveyed by 
a quotation—“ the economic welfare of 
Western Europe is served better by con- 
sistent adherence to the principles of the 
International Trade Organisation than by 
emphasis upon Western European 
integration.” In short, the approach is 
that of the State Department—and 
especially of those parts of it that came 
under Mr Will Clayton’s influence— 
rather than that of the Economic 

tion Administration. But it is 
significant to notice that, as in the Gray 
report, the old _ attitude towards 
currency discrimination is softening, and 
the Sterling Area gets a hearty pat on 
the back. Eppur si muove. 

This book has been described as 
authoritative. So jt is—in the sense that 


it reflects the views of the best authorities 
on the subject. But, in the United States, 
the question must always remain whether 
it is the best authorities who decide 
policy. It is a question in any demo- 
cratic country ; but in European eyes the 
American constitution sometimes seems 
specially designed to exclude the best 
authorities from any practical influence. 
This can be illustrated from “ The 
Economics of Freedom.” A great deal 
is made, in the later chapters, of the 
desirability of distributing Marshall aid 
not according to needs but according to 
performance. 

On general economic, political and 
military grounds, a country would get 
some ECA aid regardless of perform- 
ance. But part of its aid would be made 
proportional to the increase of a favour- 
able balance, or to the reduction of an 
unfavourable balance, in its foreign 
accounts. 

But we now know that, when the case 
arose, the view of Congress was the exact 
opposite of this ; as a favourable balance 
appeared in the United Kingdom’s 
accounts, its receipts of ECA aid were 
entirely suspended. The British reader 
of even as authoritative a work as this 
will do well to remember this incident. 
He will be very glad to learn that the 
best authorities in the United States are 
so enlightened, so far-sighted, so liberal. 
But he will remember that what happens 
depends on the politicians. 


Decline of Islam 
The Arabs in History. By Bernard 


Lewis. Hutchinson’s University Library. 
196 pages. 7s. 6d, 


The Middle East. A Physical, Social 
and Regional Geography. By W. B. 
Fisher. Methuen. 514 pages. 27s. 6d, 


Why do civilisations decline? Why 
have the Arabs, who were in former 
centuries conquerors, scholars and 
scientists, fallen so far behind in our age 
of machinery and equality and zeal for 
social welfare ? The smaller, cheaper 
and very much the better of these books 
makes an interesting attempt to explain 
their rise and decline. 


Hutchinson’s University Library has 
lately enhanced its good name for in- 
structive and readable books. Professor 
Lewis will add to this. He is able to 
compress his scholarship so as to leave 
himself room for stimulating conjectures, 
and for vivid pictures of men and their 
habits. In this book, he divests the 
Prophet of the web of prejudice that has 
been woven round him by all medieval 
and some modern western historians. He 
leaves for our scrutiny a person of 
“essential historic humanity,” as well as 
of a capacity for organisation that is rare 
in the Arab world today. He ascri 
the vigour of the Arab conquests 


the Kiveliness of the resultant Arab 
empires largely to adaptability and to an 
immense capacity for assimilating 
elements out of other civilisations. Fo; 
instance, the Arabs were “quick to 
react” to sea power when they met it 
Only ten years later they won a crushing 
naval victory. They borrowed the works 
of art, and even the artists of other 
civilisations, then imitated them, and 
“finally fused them into something new, 
original and self-reproducing.” Their 
assimilative power and their tolerance 
caused them to expand both eastward 
and westward, spreading a language 
which through its very vigour caught on, 
and outlasted their political dominion. 
Most people know that they reached 
Poitiers in the West and the Indus and 
Oxus in the East, but few that “the 
Archbishop of Seville deemed it neces- 
sary to translate and annotate the Bible 
in Arabic, not for missionary purposes 
but for his own community.” 


_ Their decline and fall was due to 
internal as well as external factors. 
Professor Lewis gives as the chief of 
these, extravagance and lack of organisa- 
tion at the centre. Another was transi- 
tion from a monetary economy, which 
suited the Semitic genius, to a feudal one 
which did not; yet another, a loss of 
flexibility which grew to a superiority 
complex that made them think Europe 
an “outer darkness of barbarism from 
which the sunlit world of Islam had little 
to fear and nothing to learn.” 

Dr Fisher claims for his book that it 
is a specimen of the French technique 
of mingling history and geography. So 
it may be; but he mingles them in 
chapters so water-tight that they give 
the impression of skipping from one sub- 
ject to the other, much as a Victorian 
novelist runs two unconnected plots at 
once. His information on _ physical 
geography and geology is readably given 
and is not quickly accessible elsewhere. 
His economic section provides, between 
two boards, much information that has 
hitherto only been available in a number 
of books. 


Tortured Medievalism 


The Peasants’ Revolt of 1381. By Philip 
Lindsay and Reg Groves, Hutchinson. 184 


pages. 18s, 

The Peasant’s Revolt of 1381 is at once 
one of the most fascinating and most 
puzzling features of later medieval 
English history. There is undoubtedly 4 
need today for a straightforward account 
of the revolt, set against the background 
of the political, economic and social 
history of the fourteenth century 4% 
revealed by the specialist researches of 
the Pion years. It is this task which 
eB a say and Mr Groves attempt © 
tackle. 


We are told on the dust-cover that 
this book is “intended not for th¢ 
scholar but for the intelligent man ™ 
the street.” The authors might, there 
fore, as mere clerkly quibbles the 
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Ready Short 


THE INSTABILITY OF A DEPENDENT 
ECONOMY 


Economic Fluctuations in New Zealand 1840 to 1914 
By Cc. G. F. SIMKIN a Probable Price 18s. net. 
This book describes and explains the economic fluctuations 
that occurred in New Zealand from the beginning of systematic 
European settlement up to the outbreak of the First World 
War. It is based nay upon an analysis of available 
statistics ; in particular, those relating to external trade, 
banking, and public finance. But the provisional conclusions 
which emerge from the statistical analysis are revised and 
considerably extended by using a wider range of historical 
material. In this way a connected account is provided of the 
course of fluctuation in a dependent, and rapidly developing, 
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GERMANY: An Experiment 
in Planning by the 
Free Price Mechanism 
T. BALOGH 
The experiment in decontrol in Western Germany 
was hailed by economists as an economic miracle. 
Mr. Balogh claims that in fact this policy went far 


to make impossible the establishment of a stable 
and peaceful Germany. 


Demy 8vo. Sewn 3s. net. 
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works two are wrongly cited; that they 
appear unaware of the work of the two 
greatest experts on this period, Tout and 
Maud Clarke; or that they regard the 
14th century Chronicon Anglie and the 
16th century translation of it as indepen- 
dent, contemporary authorities. 


The authors might even argue that no 
great disservice is done to their main 
purpose by the fact that they are ignorant 
of the causes, the course and even 
apparently the date of the Great Schism; 
or by such extraordinary statements as 
that “the need continually to gather 
armies had forced [Edward III] to 
accept money payments instead of .. . 
conscripting men to fight, so that he 
could purchase foreign troops... . 
Avoiding conscription by money pay- 
ments, the lords could remain at home ” 
—poor Froissart. But when we turn to 
the section on the authors’ chosen field of 
study, the medieval manor, and read that 
the origin of the strip system of cultiva- 
tion lay in subdivision through inherit- 
ance, or that “ the lawyers were pushing 
ecclesiastics out of the [manorial] courts ” 
(is this a fantastic caricature of Professor 
Levett’s work on St. Albans ?), then 
we must conclude that the introductory 
third of the book is quite untrustworthy. 


The narrative account of the revolt 
itself is the best part of the book, though 
it achieves unity by ignoring altogether 
the many discrepancies in the sources. 
Even here, however, numerous minor 
inaccuracies mar the text, dubious inter- 
pretations of scanty evidence abound, 
and there are internal contradictions: the 
authors, for instance, assert first that the 
peasant armies were trained soldiers, and 
later, with equal assurance, the exact 
opposite. The point is, after all, of some 
importance. 

Apart from the question of accuracy, 
however, the whole book is vitiated by 
two tendencies. First, the authors are 
tilting the whole time against the 
romantic conception of medieval 
England, which went out of fashion 
about the time of the Golden Jubilee. 
Second, they view the whole affair in the 
simple light of “the people’s cause,” a 
revolt against intolerable oppression. 
This does credit to the authors’ emotions, 
but it does little to elucidate what that 
highly complex affair, the Peasants’ 
Revolt of 1381, was about. Incidentally, 
it will hardly help to start a new Peasants’ 
Revolt today. 


Information and Advice 


Non-se!lf Governing Territories. Sum- 
maries and Analyses of Information 
transmitted to the Secretary-General 
during 1949. Vol. 1. United Nations. 
254 pages. 168. 

Active international interest in the 
problems of Colonial territories is a fact 
of present-day politics. The United 
Nations Organisation does much unob- 
trusive good work in making possible a 
well-informed interest. The Charter 
makes obligatory the transmission of 
“yp-to-date information relating to 
economic, social and educational condi- 
tions ” in the non-self-governing terri- 
tories of the Administering Members of 


the United Nations; since 1947 sum- 
maries of this information have been 
annually published. The present 
volume, besides giving a useful account 
of social and economic progress during 
1949, makes it possible to compare be- 
tween conditions in different territories 
by presenting much of th. information 
in tabular form. For British territories 
alone, material otherwise scattered 
through many sources is made concisely 
available. The editors show a welcome 
caution, not always present in United 
Nations publications, in accepting at 
their face value statistics supplied by 
member Governments. 


An appendix contains the Resolutions 
passed by the General Assembly in 1949 
concerning non-self-governing  terri- 
tories. Of these, the most interesting 
provide for a special Committee not only 
tO examine information received but also 
to “submit substantive recommenda- 
tions relating to functional fields 
generally,” though not to individual 
territories, it invites Administering 
Members to aim at establishing equal 
treatment in educational matters be- 
tween inhabitants of their Territories, 
and to make the indigenous language the 
normal teaching language. Material 
originally submitted “for information 
purposes” is thus being increasingly 
used as a ba. for proffering advice in 
administration, a tendency which, as the 
debates a. Lake Success show, is causing 
the Administering Members some 
apprehension. 


Wrestling with Figures 


Statistical Inference in Dynamic Eco- 
nomic Models. Edited by Tjalling C. 
Koopmans, New York: John Wiley and 
Sons. london: Chapman and Hall, 
438 pages. $6.00. 48s. 


The science of econometrics occupies 
an intermediate position between 
economics and statistics. Its funda- 
mental aim is to quantify the structural 
relations which economic analysis sug- 
gests as the basic of the system under 
study ; and it does so by an examination 
of the statistical facts. The economist 
proposes the model ; the econometrician 
says whether it is the sort of model 
which is capable of statistical study and 
proceeds to develop procedures for esti- 
mating its constants from observation. 
Econometrics in this sense has been in- 
tensively studied over the past ten years 
by a number of writers working for or 
with the Cowles Commission at Chicago. 
This school has been much concerned 
with models specified by linear equa- 
tions in the variables (linear because this 
is the simplest case and a good deal of 
economic data can be transformed to 
approximate linearity) and with the 
identifiability thereof, that is to say, with 
the conditions which a model has to fulfil 
in order that the estimation of its 
individual constants may be possible. 

Apart from Marschak’s Introduction, 
the book consists of three parts: on 
Simultaneous Equation Systems, on 
Problems Specific to Time Series and 
on the Specification of Hypotheses. 
Part I contains a long paper by Koop- 
mans, Rubin and Leipnik on measuring 
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the equations of dynamic economic; 
This is, as it were, the basic memoir, |], 
is followed by nine papers on more 
detailed aspects of some of the questions 
raised in it, such as Haavelmo on Con. 
fluence Analysis and its Use in Econo- 
metrics, Hurwicz on Prediction ang 
Least Squares and T. W. Anderson on 
the Estimation of Parameters of a Single 
Equation by the Limited-Information 
Maximum-Likelihood Method. 


Part 2 consists of six papers on Time 
Series ; two by Hurwicz on Trend and 
Seasonality and on Least-Squares Bias; 
one by Mann on Nonparametric Test. 
against Trend ; one by R. L. Anderson 
on Tests of Significance ; one by Rubin 
on the Consistency of Maximum Likeli- 
hood Estimates in the Explosive Case : 
and one by Koopmans on Models in- 
volving a Continuous Time. Variable. 
Part 3 include papers by Koopmans on 
the completeness of equation systems 
and Hurwicz on systems with non- 
additive disturbances. 


This book was not intended as an 
introduction to the subject—we are 
promised a simpler expository version 
later—and it will not be found easy 
read. To some extent this difficulty is 
due to the complexity of the subject and 
the novelty of the treatment ; but some 
of it is assignable to the tendency of 
most of the authors to attempt the maxi- 
mum generality in the statement of their 
results. The essential ideas of econo- 
metrics are quite accessible even to those 
with no mathematics in advance of 2 
matriculation standard; but they are 
here presented in a proliferation of sym- 
bols which may repel the economist and 
arouse disquiet even in a_ hardened 
mathematician. This is a pity, because 
the book enshrines an immense amount 
of valuable work and many fruitful ideas. 
Anyone who sets out to read this book 
will have to wrestle with it ; but on the 
whole the effort will have been worth 
while. 


What’s in a Name? 


The Twentieth Century. January, 
19$1. Edited by Michael Goodwin. 


The Nineteenth Century, founded by 
James Knowles in 1877, would have 
changed its name in :g00 if the ute 
The Twentieth Century had not been 
patented by an unscrupulous rival pub- 
lisher who made no subsequent use ©! 
it. Mr Michael Goodwin has chosen 
the occasion of the half-century to make 
good the lapse of years by changing the 
title and improving the format of the 
magazine. As his editorial points out, 
the purpose of this change is not only 
to remove an anachronism but © 
emphasise that “ we have, all of us, lived 
too long by the exhausted standards of 
the nineteenth century, In so doing, We 
have left largely unexplored the centre! 
problems and potentialities of the 
twentieth.” At a time when the position 
of the monthly journals is not an ¢asy 
one, it is refreshing to see one of thei! 
company embarking with such con- 
fidence on a fresh lease of life, and 't 
is to be hoped that Mr Goodwin (or is 
successor) will have better luck in 2000 
than did James Knowles in 1900. 
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AMERICAN SURVEY 





The Great Debate 


Washington, D.C. 


RESIDENT TRUMAN, in the most outspoken Message 
on the State of the Union that America has ever heard, 

said: 

Even if we were craven enough to abandon our ideals, 

it would be disastrous for us to withdraw from the com- 

munity of free nations. 
tis now evident that it would take a lot of words to refute 
this conclusion directly. But the great debate has already 
shown that, on the fringe of the neo-isolationist camp, newly 
astir in response to Mr Hoover’s bugle call, there are a 
number of commanders who, while disclaiming any intention 
of withdrawing from the community of free nations, profess 
to believe that the free nations would benefit from a con- 
traction of American military commitments. 


Senator Taft, whose overwhelming victory in the recent 
election and long-standing reputation for honesty ensure 
him a large and respectful audience, says that America should 
fight if Western Europe were attacked and should furnish 
military aid in the meantime. But he would not have any 
more American troops sent to Europe unless Congress says 
they are to be sent, and he thinks the United States should 
take the relatively economical course of maintaining the 
peace of the world not with a large land army, but by the 
exercise of sea and air power—just as Britain did with her 
navy in the nineteenth century, he told his National Press 
Club audience in Washington this week. 


Senator Taft’s policy is almost certainly easier to explain 
than are some of the truths it neglects to take into account. 
It is the constitutional prerogative not of Congress, but of 
the President, to order troops abroad, a prerogative that, 
as Mr Arthur Schlesinger, Jnr., has pointed out in a letter 
to the New York Times, was employed by the White House 
forty-two times during the century after 1812—and on 
three of these occasions troops were sent to Korea. Quite 
apart from this constitutional fact, the absence during the 
nineteenth century of any power with 170 army divisions 
at its immediate call and of any doctrine comparable in its 
contents and methods to Soviet Communism could con- 
cevably have a bearing on Senator Taft’s policy. So, as some 
of his listeners quickly perceived, could the failure of sea and 
ir power to prevent the present defeat in Korea. 


Senator Taft says he is no isolationist and the disciples 
of Mr Hoover repudiate the label just as indignantly. How, 
they ask, could anybody describe as isolationism a pro- 
samme which, though it would let continental Europe and 
Asia go, would stretch the defensive area of the United 
Sates to include all the Western Hemisphere and would 
push out as far across the Atlantic as Britain (“ if she wishes 
) co-operate”) and as far across the Pacific as Japan, the 

lippines and Formosa ? 

Pethaps it is an indication of progress that nobody in 

“tia now is willing to call the political uniform he wears 
: ‘olationist one. Perhaps it comes under the heading of 
otiyin Things” that the neo-isolationists are not against 


Uonists 


8 the island of Guam, as the “ olde-tyme ” isola- 
Were twelve years ago. In January, 1939, there was 


published the report of a Naval Board recommending, among 
other things, that Guam should be developed into a strong 
advance base for the ficet; but a Bill to carry out this 
recommendation at a cost of $5,000,000 was voted down in 
Congress and, when the humbled navy came back in 
February, 1940, with a modified plan for Guam costing 
only $1,000,000, Congress rejected that too. 


Guam was, captured by the Japanese two days after the 
attack on Pearl Harbour, so that the lesson which the isola- 
tionists are now, in effect, claiming with such pride to have 
learned cannot, with the best will in the world, be regarded 
as a particularly difficult one. It is wise to have a strong 
navy and air force and to provide bases off the coasts of the 
United States. Beyond that the case for isolationism that 
is being made now offers parallels so close to the case for 
isolationism that was being made until ten years ago that 
it is explicable only in terms, on the one hand, of public 
forgetfulness and, on the other hand, of a deep and lasting 
American yearning to be left alone to live and let live. 


Statements made by leading isolationists in America a 
little before the attack on Pearl Harbour revealed a state 
of mind which is uncannily reproduced by the current state 
of mind of Mr Hoover and his followers. Then it was 
passionately and positively held that Europe was not worth 
saving because the war was one of “rival imperialisms.” 
Now it is as passionately and as positively held that Europe 
is not worth saving because it is “confused with fears and 
disunities.” Then Mr Hoover himself said: 

Certainly, if the United States joins in this war we would 

inevitably become a totalitarian dictatorship ourselves. 

Now Mr Joseph Kennedy says that the Administration’s 
foreign policy has “solidified Communism,” sapped Ameri- 
can strength and taken a “ politically and morally bankrupt ” 


course. 
* 


Mr Hoover is, as the Baltimore Sun recently observed, 
“by nature something of a despairing man” In the 
present circumstances he has been able to secure the ear 
not only of those Americans who despair rather readily and 
tLose who have been moved to uncharacteristic despair by 
the defeat in Korea. He has also attracted some proportion 
of those who have been alarmed at the money it has been 
costing to pursue the Administration’s policy, of those who 
have wanted to see the money spent in the Far East and— 
perhaps the largest company—of those who never trusted 
“those foxy foreign nations” anyhow. 

But this is not to say that Mr Hoover and his friends 
are having or are going to have things their way. Those 
whose instinct is not to retreat but to advance are against 
him—notably Governor Dewey of New York, a fellow 
Republican who wants to see a United States army of 100 
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are written in the United States carry an indication 
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divisions and a full-strength navy double-quick. So are 
those who are appalled at the idea of handing to the 
potential enemy the industrial capacity of continental 
Europe, and those who are appalled at the idea of repudi- 
ating the moral obligations of the United States. 


The retreat in Korea, as much of the talk and many of 
the letters to the newspapers show, has left the country with 
a feeling of nakedness and vulnerabilicy. The realisation 
that the United States is still strong, rich, productive and 
in the last analysis still on top of the cock-eyed world has 
yet to dawn in the great reaches beyond Washington. And 
General Eisenhower has yet to report on his exploratory 
tour of Western Europe. The press conference he held 
at the Pentagon just before he left was a model of energy 
and common sense. He left the impression that he 
could be relied on not to fool anybody into believing 
what was untrue. Nothing was beyond the power of the 
free nations if they wanted it enough: if they were prepared 
to sacrifice and to unite they could have security and peace ; 
if they were not prepared to sacrifice and to unite neither 
he nor anyone else could get security and peace for them. 


There is nothing at the moment to convince even Mr 
Hoover that the present revival of isolationist doctrine can 
survive an unambiguous report by General Eisenhower that 
he has been to Europe to see for himself, that he has assessed 
the will to sacrifice and to unite for the purpose of saving 
the peace, and that he has found it adequate for the job 
in hand. And what is not in the least in doubt is that the 
genuine proofs that will lead General Eisenhower to that 
conclusion cannot be furnished in America. It will be on 
what Western Europe now proves to the General that the 
immediate outcome of the great debate on isolationism and 
the further course of American policy will largely depend. 
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Organised Farmers 


[FROM A CORRESPONDENT IN IOWA] 


ALTHOUGH the farmers today form a smaller fraction of the 
American population than ever before, and are not organised 
in one pressure group, but are divided among four major 
farm associations, they nevertheless dominate many State 
legislatures and force both national political parties to treat 
agriculture as a sacred cow. The federal Department of 
Agriculture remains completely untouched by the reforms 
recommended by the Hoover Commission on the machinery 
of government, because the organised farmers have not agreed 
to approve them. Under the new Defence Production Act. 
agricultural prices may not be fixed below “ parity,” a level 
for each commodity designed to give the farmer the same 
real income that he enjoyed in a base period. This makes 
any effective control of the cost of living difficult. 


This political influence reflects the great strength of the 
farm organisations, especially the Big Four—the American 
Farm Bureau Federation (1,250,000 families), the National 
Grange (850,000 men and women), the National Farmers 
Union (450,000 families) and the National Council of 
Farmer Co-operatives (111 co-operative associations with 
2,500,000 members). One of these co-operative associations, 
the National Milk Producers Federation, is sometimes con- 
sidered one of the major groups on its own account. Nearly 
half of the 6,000,000 farm operators in the country belong 
to one or more of these organisations, including most of 
the more prosperous commercial farmers. Ail four have 
been growing in membership and increasing their staffs in 
recent years, and are represented regularly at Congressional 
committee hearings, where they carry great weight. 


For a long time national farmers organisations were a 
cyclical phenomenon in the United States, expanding in hard 
times and contracting with good times. Their continued 
growth, after the depression of the nineteen-thirties had 
given way to the war and postwar booms, has been something 
new. The Grange saw its great days in the eighteen 
seventies, the Farmers Alliance in the eighteen-eighties and 
nineties, the Farmers Union shortly before the 1914-18 war. 
and the Farm Bureau just after it. Although three out of 
the four still survive, not one approached its earlier member- 
ship until recently, and only the Farm Bureau has surpassed 
it. The Grange, which has revived and grown lately, is 2 
conservative, somewhat isolationist body, strongest in the 
Northeast and the Pacific Northwest—and quite differen! 
from its radical Midwest self of the eighteen-seventies. The 
Farmers Union of 1913 was concentrated in the States washed 
by the Gulf of Mexico, and devoted itself primarily t 
organising co-operatives to by-pass “ middlemen.” In the 
past twenty years it has become a vigorous political pressur¢ 
group, latterly of the New Deal and Fair Deal persuasion. 
concentrated in the wheat areas of the High Plains instead 
of coastal Texas, but continuing its interest in co-operatives 
though not in the same ones. 


Only the Farm Bureau has retained its original habitat— 
the maize-hog midwest and the cotton-tobacco south, with 
outlying strong points in New York and California and 
wherever commercial farming flourishes. Its connection Wil 
the county agricultural extension service helped it to survive 
the lean years of the twenties. This link with a tax-supported 
educational system is older than the American Farm Bure? 
Federation itself, and has been the making of it—much 1 
the indignation of the other farm organisations. The uc ® 
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only beginning to be loosened now that the Farm Bureau 
has enough staff and revenues of its own not to need it. 


The original “ farm bureaux ” were organised indepen- 
dently in agricultural counties from 1914 onwards to take 
advantage of the federal grants-in-aid for the education of 
farmers in modern methods. These bureaux paid part of 
the salary of the county extension agent, who brings the latest 
knowledge directly to the farmer ; they often engaged and 
directed him, with some supervision by the state agricultural 
college. By 1920, they had combined to form strong state 
and national organisations, to provide their members with 
additional services and to influence legislation. But to this 
day, county farm bureaux affiliated with this national lobby- 
ing association are the official sponsors of the county exten- 
sion service in 14 states. 


* 


The employment of professional staff has been the rule 
in all the farm organisations during the present generation, 
and is one of the reasons for their greater stability in spite 
of the ups and downs of the business cycle. Mr Allan Kline, 
president of the American Farm Bureau Federation, both 
Mr Albert Goss, the late master of the National Grange, and 
his successor, and Mr James Patton, president of the National 
Farmers Union, all came to their present posts after running 
state branches of their associations. The farm organisations 
now maintain a bureaucracy of their own to guard their 
interests, to provide services to members, and to cope with 
the maze of rules laid down by the United States Depart- 
ment of Agriculture. In this way farmers have also solved 
the problem which defeated the old-time farm organisations, 
that of running their co-operatives and farm service com- 
panies efficiently and yet keeping some sort of control 
over them. 


Because farmers are so dependent on national legislation, 
which since 1933 has provided subsidies and price supports 
on a generous scale, they are forced to put their arguments 
on the plane of general public interest. But that has not 
prevented them from taking some narrow, unpopular stands, 
such as the National Milk Producers Federation’s long battle 
0 preserve discriminatory taxes on margarine. The Ameri- 
can Farm Bureau Federation in the nineteen-forties per- 
suaded Congress to try to curtail the power and independence 
of the Department of Agriculture, in the fields of research 
and aid to low-income farmers, and favoured consolidating 
these and the Soil Conservation Service in the state extension 
departments, where they would be more directly subject to 
Farm Bureau influence. Before 1941, the National Grange 
went through a phase of America-Firstism and “ chemurgy ” 
carrying to extremes the advocacy of agricultural autarky 
through industrial use of farm products). It has usually 
‘ought the Reciprocal Trade Agreements programme and 
‘ay importation of competitive agricultural products. 

The National Farmers Union, with a reputation for being 
the most progressive of the farm organisations, opposed the 
Truman Doctrine and the North Atlantic Alliance as by- 
Passing the United Nations and unnecessarily offensive to 
Russia, but it has supported United Nations armed action 
Korea. Senator Bridges’s sensational charges in September 
that the Communist Party had infiltrated the Union were 
tased primarily on wild boasts by Communist officials them- 
selves, and on complaints of disgruntled employees. However, 
“me officers of the weak Farmers Unions of Iowa and the 
‘ortheast have followed the Communist line with fair regu- 

ty. But where the Farmers Union is strong, it is definitely 
“Communist. Senator McCarthy himself gave the 


Sconsin Farmers Union a clean bill. 


American Notes 
State of the World 


President Truman could not this year begin his annual 
Message to Congress with his customary assertion that “ the 
State of the Union is good.” This was not because he thinks 
there is anything wrong with the health of the United States 
itself, but because “ American soldiers are fighting a bitter 
campaign in Korea,” and even more because today “ the state 
of our nation is in great part the state of our friends and allies 
throughout the world.” All free nations, said the President, 
are exposed to the threat of world conquest by Soviet Russia, 
and their only security lies in banding together. The Presi- 
dent begged the Congress to debate the issues constructively, 
not destructively, to put country before party (as has certainly 
not been done recently), to match with its own sense of 
responsibility the overwhelming responsibility of the United 
States to lead the free nations of the world. 


President Truman outlined his practical programme for 
meeting the challenge to freedom. First, economic assistance 
must be given: in the case of European countries such aid 
would in future be specifically related to building their 
defences, but in other parts of the world it would be for 
general economic development. Mr Truman’s Republican 
listeners showed little enthusiasm for this proposal, but 
received more favourably the second part of the programme, 
the continuation of military assistance to countries that want 
to defend themselves. Thirdly, the United States will go on 
working for the peaceful settlement of international disputes 
and is still willing to negotiate “honourable settlements ” 
with the Soviet Union. 


Alongside this programme for building up strength abroad, 
Mr Truman also outlined one for building up strength at 
home, so that the United States will be ready for full 
wartime mobilisation if it becomes necessary and able to 
maintain the preparedness effort for as long as needs be. The 
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Fair Deal can be seen in Mr Truman’s references to the 
desirability of rounding out the system of social insurance 
and for assuring equal rights to all citizens. But it can only 
be faintly heard in his ten requests for specific legislation, 
although its voice may be more audible when Congress is 
given details of the most controversial proposals, such as 
those for improving the agricultural and labour laws, for 
housing and training defence workers, for increasing the 
supply of medical personnel and for meeting educational 
needs. The present Congress, however, as Mr Truman 
knows very well, will not hesitate to put his Fair Deal child 
back in its place. Nor is Congress likely to see eye to eye 
with the President on other points in his legislative pro- 
gramme—the extension and revision of the Selective Service 
and Defence Production Acts, military and economic assist- 
ance to foreign countries, and a major increase in taxes. But 
Congress is as certain to take some kind of action in these 
fields as it is to give the President all that he asks for in 
military appropriations. 


* x * 


Tidying Up the Mobilisers 

Administrative agencies have been created in such 
numbers during the six months since the Korean war began 
that President Truman already has a large job of spring- 
cleaning in prospect. Last week he began to put the 
Government organisation for a half-war economy into 
reasonable shape. In effect, Mr William Harrisoa’s pro- 
duction authority has been taken out of the Department of 
Commerce and given a higher status, in which it is sub- 
ordinate only to Mr Charles E. Wilson’s Office of Defence 
Mobilisation. It is Mr Harrison who makes the actual 
move, while his former agency—the National Production 
Authority—continues to exist but becomes in fact as well 
as in form parallel to other specialised authorities like the 
Defence Transport Administration within the Interstate 
Commerce Commission. NPA will still issue the orders 
dealing with production, such as those restricting the use of 
copper. But Mr Harrison’s new organisation, the Defence 
Production Administration, will stand above it as the central 
body for settling programmes and supervising most of the 
priority-fixing, allocation and requisitioning done by the 
regular departments and their various agencies. DPA will 
correspond fairly closely in function and powers to the War 
Production Board directed by Mr Donald Nelson in the 
last war. 


The point of Mr Harrison’s elevation is to centralise 
authority more clearly in the hands of Mr Wilson, who will 
now be chairman of a Defence Mobilisation Board, whose 
members are the relevant Cabinet ministers and chairmen 
of independent agencies like the Federal: Reserve Board. 
This will, or should be, the policy-making body, and 
Mr Wilson becomes in effect a deputy-President to whom 
Mr Truman has delegated fairly full responsibility for the 
economics of the home front. The establishment of DPA 
theoretically, at least, makes. Mr Wilson’s job manageable by 
reducing to two the authorities reporting directly to him— 
Mr Harrison’s DPA and Mr Valentine’s Economic Stabilisa- 
tion Agency ; a third, regulating production for civilian needs, 
may be added if scarcities become acute. 

Here, however, the clarity of the new administrative 
structure for the time being ends. DPA’s broad authority for 
industrial priorities and production includes only hazily 
defined powers over the military buying on which other 
government decisions depend; the Pentagon will con- 
tinue to make its own plans, and in practice conflicts 
between it and DPA will have to go up to Mr Wilson, or 
even higher, for settlement. (This was the defect in organ- 
isation which was never cured in the last war.) Mr Wilson 
will also have to deal directly with the Department of 
Agriculture about food, which DPA’s control powers do not 
cover. DPA takes over authority to approve government 
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loans and tax reliefs (by faster amortisation) to companies 
expanding defence production from the National Security 
Resources Board. The future tendency must be to con- 
centrate authority more firmly along the lines of command 
emanating from Mr Wilson, and in the process many of the 
smaller agencies will probably be absorbed into DPA. Bur 
further administrative reform is probably best left until after 
the more urgent task stressed by the President’s Council of 
Economic Advisers in their annual report—that the armed 
forces should formulate their expected demands on materials, 
services and manpower definitely enough to give the economic 
administrators something to go on. 


® * * 


South in the Saddle 


The South has lost no time in exerting its new domi- 
nance over the shrunken Democrats in the Senate and dis- 
playing its ability to rule the House by making common 
cause with the Republicans. Four hours after the Eighty- 
second Congress assembled in its bright new redecorated 
chambers, the House voted, by 244-179, to return to the 
Rules Committee the veto power it enjoyed over legislation 
until two years ago. 


One of the first acts of Congress after Mr Truman’s 
victory in 1948 was to tear down this legislative Bastille in 
which so many liberal measures had languished at the 
pleasure of conservatives of both parties. The 21-day rule 
adopted provided that if a measure had lain before the 
Rules Committee for that period the chairman of the com- 
mittee originating the Bill might call it up for debate by the 
full House. In the past two years this has been done eight 
times, and on each occasion the Bill has passed the House, 
although several died in the Senate. 


The aim, in the words of the Republican Mr Halleck, 
is to change a Congressional traffic policeman into a “ road- 
block to unwise, ill-timed, spendthrift, socialistic measures.” 
The immediate practical effect is not likely to be great. Few 
of the Fair Deal measures so eloquently described by Mr 
Halleck are likely to make more than a token start in a 
session dominated by rearmament and the world crisis. It 
is still possible for the House, by majority vote, to demand 
the production of Bills in which it is interested. But the 
step is unquestionably a return to less representative govern- 
ment and particularly objectionable when swift decisions 
may be needed. 


In the Senate, the choice of Senator McFarland as 
majority leader—though he lacks an effective majority and 
is said to lack, as well, most of the qualities of leadership— 
and of Senator Johnson of Texas as whip guarantees a bieak 
prospect for legislation repugnant to the South. The 
Republicans have as yet reached no final decision as (0 
whether the coveted extra place on the Foreign Relations 
Committee—a recognition of their increased Senate strength 
—should go to a supporter or critic of the Administration. 
The Administration itself might not be altogether sorry if 
Senator Taft were appointed, for responsibility and access 1 
confidential information might temper his opposition. But 
he has apparently turned the post down and, on the 
simple grounds of seniority, there is a sirong hope 
that it may go to Senator Aiken of Vermont, one of the 
five Republicans courageous enough to refuse to vote for the 
resolution demanding Mr Acheson’s resignation. As @ 
counterweight, however, critics are heavily represented on th¢ 
new Republican policy committee in the Senate. 


* * * 


Railwaymen Ask for More 


The railway settlement which was so widely welcomed 
three days before Christmas did not survive Twelfth Night. 
All four of the big operating Brotherhoods have repudiated 
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the settlement to which the railways hurriedly agreed, after 
an alarming outbreak of “ sickness” among yardmen in 15 
cities in December held up both war and Christmas 
parcels. It gave the yardmen a wage rise of 25 cents an ho :, 
compared with the 31 cents they sought, and the 18 cents a 
Presidential board thought would meet the case. It also 
introduced a cost of living clause into the industry for the 
first time and held out the hope of a yearly “ improvement 
factor.” In return, there was to be a three-year moratorium 
on demands for higher wages and changes in the rules. 


The pattern was clearly that of the automobile industry’s 
five year “ peace treaty” with its workers and, because the 
negotiations were carried out under the supervision of Dr 
Steelman, an Assistant to the President, seemed to give 
official blessing to the very escalator clauses which are causing 
so much anxiety to the stabilisation authorities. In addition 
Congress, though reluctant to appear to reward the wildcat 
strikers, passed a Bill amending the Railway Labour Act 
to authorise union shop agreements permitted elsewhere. 


The disgruntlement of the rank and file is due, in part, 
to the way the dispute has draggec on, and the knowledge 
that wage stabilisation is just around the corner. The 
railwaymen, once the “ aristocrats of labour,” have not had 
a rise for two years and feel this may be their last chance. 
In addition, though the 40-hour week they sought was 
granted in principle, it was postponed in practice because 
of the shortage of manpower. It rankles that engineers and 
firemen should be denied the leisure already enjoyed by a 
majority of the non-operating workers, clerks and so forth. 
Furthermore, the unions have no faith in Dr Steelman as 
an arbitrator in disputes over the rules. 


But it is doubtful whether the unions can hope to wring 
a much more favourable settlement out of either the com- 
panies or the government. As long as the army is running 
the lines, which it took over in August, strike action is certain 
to be met by court orders, and there is no limit on the fines 
which may be imposed for contempt. Moreover, although 
the railroads’ net income in the first 11 months of 1950 was 
$662 million, thanks to rearmament, compared with $352 
million the year before, the non-operating unions are putting 
forward fresh claims which must be added to the $130 mil- 
lion a year which it is estimated the Steelman agreement 
would have cost. The major railways are already asking 
for a 6 per cent increase in freight rates. 


* * * 


Electrical Storm 


Sparks flew a few weeks ago when Mr Chapman, the 
Secretary of the Interior, publicly doubted whether there will 
be enough electric plant, existing and planned, to provide the 
power needed for the defence effort. Generating capacity, 
at the peak of the last war, was about 40 million kilowatts ; 
it is now 65 million ; by 1953 it is expected to be 86 million. 
The private companies, who in eight postwar years will have 
spent $15 billion on expansion, suspect Mr Chapman of 
crying wolf to avoid any Congressional cuts in his depart- 
ment’s public electricity schemes. Only a small reserve of 
capacity, about 10 per cent, is necessary, they say, with 
present pooling of power. 

Even on the industry’s figures, however, the 20 per cent 
reserve, which existed for the country as a whole at all times 
during the war, will not be reached for three years. At 

esent it is 12 per cent and in the view of the National 

urity Resources Board this would prove an inadequate 
margin if war broke out. The position is, of course, much 
easier than it was just after the war, when the reserve fell 
to § per cent and “ brownouts” had to be ordered ; and 
infinitely easier than it is in Britain, where the “ reserve ” 
is a negative quacty- But the danger will not be entirely 
removed so long as keeps pursuing ly. At the 
end of the year weekly production reached 7 billion kilowatt 


hours for the first time, a full billion higher than a year 
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earlier, thanks not only to increased industrial consumption 
but also to farm electrification, television, the inroads of 
electric cookers and water-heaters on the gas industry, and 
a multitude of other home appliances. Electric power jis stil] 

rilously short in the north-west, which must supply the 

anford atomic installation and vital aluminium factories, 
and in the south-east, where the Tennessee Valley Authority 
is expected to need more steam facilities to supply new atomic 
developments. The regional needs for aluminium and mag- 
nesium expansion and for atomic projects, coupled with the 
belief that, under the stimulus of rearmament, the whole 
economy will continue to grow at a phenomenal rate, are 
behind the fears of government officials that the spectre of 
a power shortage—which has never quite materialised— 
may do so in the next year or two. 


During the last war, when power in the north-west was 
so short that electric clocks ran slow as far east as North 
Dakota, new generating plant had to be sacrificed to war 
production. The industry can hardly count on escaping 
similar restrictions if war should break out again. But for 
the moment, it is being sheltered from all cuts in materials, 
Its requirements for aluminium conductors are to be met 
for the next three months without regard to the general 
reduction in supplies, and it may also be granted priorities 
for copper. 


* x x 


Money for Music 


The Korean invasion, dashing the well-founded hopes 
that Congress would at last repeal the wartime excise tax on 
entertainments, also dashed the hopes of America’s musical 
impresarios that they would no longer have to beg for their 
suppers. Both opera companies, which are few, and sym- 
phony orchestras, which are many, since no self-respecting 
city wants to be without one, are regarded as charitable insti- 
tutions for the purposes of other kinds of taxation, yet they 
must all turn over 20 per cent of their receipts to the Federal 
Government. This brings the Treasury only about $2 million 
a year, a sum that is hardly a ripple on the national budget, 
but on the musical sea would be a wave almost large enough 
to carry both operas and orchestras over the reef of their 
regular deficits. 


In its 1949-1950 season New York’s Metropolitan Opera 
Company showed a loss for the third year in succession and 
for the record sum of $400,000, almost exactly the amount 
it paid in excise taxes, on a gross income of $3,500,000. Its 
directors have just launched an appeal for $750,000, three 
times as much as they wanted last year, to cover the costs of 
maintenance during the season now in progress and of new 
productions next autumn. If Mr Rudolf Bing, the new 
general manager, goes on as he has begun, those costs will 
be high, but his productions seem to be giving both musical 
and dramatic value for money. Many of the seasonal sub- 
scribers have made donations as well as buying seats and the 
latest appeal for funds was directed to those who listen to the 
Metropolitan Opera on the wireless. 


_ The “Met” is not the only musical organisation which 
is trying to spread its losses among a large number of sub- 
scribers, now that there is a scarcity of the wealthy patrons 
who used to keep opera companies and ochestras as pets, and 
little sign that local governments can be induced to step into 
their shoes. In Seattle recently a “ 24-hour marathon appeal ” 
was conducted from a shop-window amongst passers-by, 10 
raise $15,000 to keep the wolf from the local symphony’s 
door. Louisville, Kentucky, has found a different remedy for 
the chronic hand-to-mouth complaint of its local orchestra. 
Instead of the big name and big fee soloists who are custo- 
marily engaged in order to attract audiences, new works are 
commissioned from contemporary composers, a policy which 
costs less and has turned out to be worth more in prestige. 
The money comes out of the Louisville Fund, which is a joint 
collection for the benefit of all the city’s cultural activitics. 
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THE WORLD OVERSEAS 





Latin America and the Sinews of War 
(By A Correspondent) 


N the heady political climate of South America coups d’état 
| have blossomed as readily as bananas and revolutions as 
casually as coffee beans for 130 years. But so rapidly has 
peace gone to seed in the rest of the world that South 
America, for all its chronic political instability, has now 
emerged as the one area which is free enough from the threat 
of annihilation to be developed as a dependable source of the 
strategic raw materials which the western allies need so 
much. 


Within the borders of the 13 South American countries 
lie hidden enough proved deposits of raw materials to keep 
the allies armed to the teeth, sheathed in aluminium and 
bristling with radar antennae for generations. During the 
last war South America, plus Mexico and Central America, 
supplied 100 per cent of United States’ imports of antimony, 
bauxite, vanadium, and crude petroleum and more than half 
of its imported beryl- 
lium, copper, lead, 
manganese, molyb- 
denum, tin, tungsten 
and zinc. 


The mines of South 
America were first 
opened by the Con- 
quistadores, who 
shipped gold and 
silver back to Spain 
as proof of the riches 
of the New World. 
But the base metals 
of the sea-roving 
uuxteenth century are 
the precious metals of 
the industrial twen- 
tieth, and none are 
more precious than 
the reserves of copper 
ore, over 40 r 
cent of which ate 
tae Republic of Chile. In one vast Chilean ore body alone, 
the Chuquicamata, there are thought to be 1,000 million 
tons of ore, averaging 2.16 per cent copper. In 1949 Chile 
produced 409,055 tons of copper in ore form and 386,611 
‘ons On a smelting basis, second only to the United States. 
No less important are the tin reserves of Bolivia: when the 
Japanese over-ran Malaya during the second World War, 
Bolivia, with the aid of Nigeria and the Belgian Congo, 
provided the United Nations with all their tin. Bolivia 
mined 34,123 tons of tin in 1949. And the present frightening 
shortage of non-ferrous metals, which has forced the Ministry 
of Supply to restrict their use in the manufacture of some 200 
uticles, from the beginning of next month, focuses attention 
on Peru, which in 1949 mined 78,734 tons of zinc ore, as 
well as 72,043 tons of lead. Peru is also the world’s largest 
Producer of vanadium, used in the manufacture of steel. 

For bauxite, the raw material of aluminium, the world 
8 long come to Dutch and British Guiana, which produced 
3891,614 tons in 1949, about 45 per cent of the world’s 
*utput. Brazil is making serious efforts to produce its own 





primary aluminium, and an integrated aluminium plant with 
a high-speed rolling mill has been reported in the state of Sao 
Paulo. The mill can depend on assured bauxite deposits of 
100 million tons, As for manganese, Brazil has as much 
as any other country in the world: in 1949 the Republic 
produced 149,896 tons. Bolivia is a major supplier of 
wo'fram, source of tungsten, exporting 1,526 tons in 1949. 
And in the output of wool, certainly a vital war material, 
Argentina ranks second only to Australia, producing 475 
million pounds in 1949-1950. During the same season, 
Uruguay, Brazil and Chile clipped another 237 million 
pounds between them. 


Lack of Rubber and Coal 


However, South America lacks at least two of the sinews 
of war, rubber and coal. Although natural rubber was first 
cultivated in Brazil the industry declined steadily, and all 
Latin America produced only 27,300 tons in 1949. South 
American governments are now spending about $2,000,000 a 
year to encourage small farm production of rubber as a cash 
crop supplement to foodstuffs. Of the world’s coal reserves, 
South America has about 1 per cent and that is of poor 
quality. But the continent makes up at least part of this 
deficiency with abundant supplies of oil; in combination 
with Mexico, it provides 20 per cent of world supplies, and 
Venezuela, which produced 69,012,000 metric tons in 1949, 
is the world’s biggest exporter of crude petroleum. Some 
day the continent may be the world’s biggest supplier of 
iron ore, for geological surveys have indicated rich deposits 
of ore in Brazil, perhaps as much as 25,000 million tors. Large 
scale exploitation of South American ore began last year, 
when the United States Steel Corporation announced the 
discovery of its fabulous “Iron mountain,” Cerro Bolivar, 
50 miles south of Ciudad Bolivar, in Venezuela. The 
mountain contains 1,000,000 tons of iron of almost 
theoretical purity, which the US Steel Corporation will use 
in its new mill, to be built this year on the east coast of the 
United States. 


But the likes of Cerro Bolivar are not to be had for the 
asking. To put its ore on the ocean the US Steel Corpora- 
tion will have to lay several hundred miles of railroad track, 
dredge river channels and build port facilities, at a cost of. 
many million dollars. Such an outlay must be regarded as 
a matter of course in a continent where communications are 
still primitive and natural obstacles are overwhelming. 
Almost barren of coal, South America lacks the cash to 
develop hydroelectric power, for native capitalists have but 
lately been turning from the traditional practice of putting 
their money into real estate or conspicuous consumption. And 
a revival of intense nationalism has made it unlikely that any 
Latin American government will ever again offer its natural 
resources to the highest bidder: investment and development 
by foreigners are governed by a myriad of employment and 
currency restrictions, some prudent, some unreasonable. 
Just how this may be adjusted to provide for the maximum 
development of the continent as well as the defence of the 
western world will probably be a priority item on the agenda 
of the American Foreign Ministers when they meet in 
Washington on March 26th. 





Three in Search of a 


Cease-Fire 


WHEN the General Assembly of the United Nations 
adjourned for the holiday season last month, it entrusted its 
faint hopes for a Christmas peace to the care of a three-man 
committee, which was told to find some method of arranging 
a cease-fire in Korea. Last week, Sir Benegal N. Rau told 
the Assembly’s Political Committee how, in the course of ten 
frantic days, these hopes had grown fainter, and were now 
ai the point of death. 


The committee was created by the Assembly on 
December 14th following a resolution by 13 Asian and Arab 
countries. Its members were Mr Nasrollah Entezam of Iran, 
Mr Lester B. Pearson of Canada and Sir Benegal Rau of 
India. After handing a copy of the Assembly’s resolution 
to General Wu, the representative of the People’s Republic 
of China, who was then in New York, the committee went 
to work on the unified command of the Uno forces in Korea. 
Within a day’s time, the committee and the command had 
hammered out eight points which they both thought could 
be the basis of a satisfactory cease-fire. Among the more 
important points were: a 20-mile demilitarised zone extend- 
ing across Korea north of the 38th parallel; withdrawal of 
all armed forces north and south of this zone ; enforcement 
of the cease-fire by a United Nations commission. 


Swiftly the committee moved on. To General Wu in 
New York and to his government in Peking, it sent identical 
notes, offering to meet the Chinese in any spot they chose, 
for a discussion of the conditions for a cease-fire. At the 
same time, the committee asked the People’s Government to 
instruct General Wu to prolong his visit in New York. When 
he dismissed the cease-fire proposal as “a trap of the U.S. 
ruling circle,” the committee tried to keep its foot in Peking’s 
door by sending one last cable on December 19th promising 
that a successful cease-fire order would be followed imme- 
diately by a conference which would include the People’s 
Republic and which would attempt to settle “ existing issues 
in the Far East.” After that, there was nothing left for the 
committee to do but wait. 


It waited two days. On December 21st, Peking replied that | 


the three-man committee was “ illegal,” because the People’s 
Republic had had no hand in selecting it, and that its repre- 
sentative could therefore not deal with it. Two days later, 
Mr Chou En-lai, Minister of Foreign Affairs in Peking, 
slammed the door in the committee’s face for good and all. 
The People’s Republic, said Mr Chou, will “carry on no 
negotiations with the illegal” committee. As far as Mr Chou 
was concerned, the price for a cease-fire was no less than the 
removal of the United States Seventh Fleet from Formosan 
waters, withdrawal of “foreign” troops from Korea and 
a seat in the United Nations for Peking. 


That finished the hopes for peace in 1950. Last week, Sir 
Benegal Rau read the committee’s report to the Assembly, 
concluding with its regretful statement that “no recom- 
mendation in regard to a cease-fire can usefully be made by 
it at this time.” 


The cease-fire resolution now being put forward by the 
Israelis is not much different from previous proposals. It 
provides for an immediate cease-fire and for the gradual 
withdrawal of all foreign troops from Korea. It proposes 
that Korea should be united under a single government to 
be set up after free elections have been held throughout 
Korea under United Nations supervision. It also proposes 
that a new United Nations Korean Commission should be 
set up, with the Soviet Union and also Communist China 
amongst its members; that Peking’s claim to membership 
of the United Nations should be favourably considered ; 
and that a general pledge of non-intervention in the affairs 
of Korea should be taken. 
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A Russian View of Keynes 


THE period of general crisis in capitalism inevitably 
shows itself even in the ordinary bourgeois political economy. 
The present reactionary bourgeoisie assigns a task to its 
hired scientific stooges, the basis of which is that the bour- 
geois economists, apart from their usual glamorising of the 
capitalistic order, have to invent and provide a variety of 
“ remedies ” and “improvements ” of the capitalist system. 
Under the slogan of “ fight against unemployment,” crisis and 
other inevitable concomitants of capitalism, defenders of 
imperialistic bourgeoisie in fact try by various means to 
strengthen the shaky pillars of present capitalism, to 
strengthen the rule of a handful of monopolists over the 
people, and to increase the profits of the financial oligarchy 
at the expense of the workers’ standard of living. . . . 


This line of contemporary bourgeois political economy has 
appeared most clearly in the activities of the English bour- 
geois economist Keynes, author of the book under review*. 
It caused a lively reaction and became a typical gospel of the 
shameless defenders of imperialism, propagating the ludicrous 
idea of “directed” capitalism. Keynes’s “ work,” which 
consists of false and considerably confused judgment: pre- 
sented in a charlatan manner as a so-called “ general theory,” 
is based on old, well-known, vulgar idealistic economic ideas. 
The complete ignoring of the political and economic realities 
of imperialism, the monetary conception, the corroboration of 
the supremacy of psychological factors over economical ones, 
the conscious twisting of the role of the bourgeois state—all 
these stupid and shabby ways of defending capitalism are 
lavishly used by Keynes. 


Fraudulent Explanations 


Keynes in his effort to “clarify”—but more likely to 
confuse—the problem of the causes of unemployment, stresses 
the thesis that unemployment is caused through lack of 
demand for products of personal consumption on the one 
hand, and lack of demand for productive goods or capital 
investment on the other. As far as the shortage of demand 
for consumer goods is concerned, Keynes explains it with his 
own invention, the “fundamental psychological law” that 
men are disposed, as a rule and on the average, to increase 
their consumption as their income increases, but not by a: 
much as the increase of their income .. . 


If it is justified in bourgeois circumstances to ask how to 
make use of the increasing income, then it is clear that for 
the workers and all other working categories of the capitalistic 
society the problem of what they should spend their incomes 
on does not exist, because their incomes do not increase but 
on the contrary decrease, and are not sufficient to satisfy the 
most elementary needs. .. . 


In the same fraudulent way Keynes “ explains ” the cause 
of the shortage of demand for productive goods or capital 
investments. |The author’s intentionally complicated and 
confused thoughts result finally in the statement that the 
shortage of demand for capital investment is caused by differ- 
ent dynamics of the development of profit rate and interest 
rate. According to Keynes the demand for capital investment 
decreases in the same ratio as the difference between the 
profit rate and the level of interest decreases, and this demand 
disappears totally when the profit rate reaches the level of 
interest or falls below it. . 


An important place in Keynes’s system is taken by interest. 
The basis of his “ general theory ” on money and interest 15 
the statement that interest arises from the property of moncy 


_ *A number of Russian economists have recently been rebuked 
in the Moscow press for an insufficiently critical attitude towards 
bourgeois economic thought. This article consists of extracts from 
a review of Keynes’s General Theory of Employment, Interest and 
Money, which throws some light on the kind of view thats 
expected a theoretical economist in Moscow. The article 


appeared in Economic Questions of January, 1950. 
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as such, without any connection with its function as capital. 
Keynes thus places the origin and essence of interest in an 
entirely wrong light... . He is carefully concealing the 
corruption and parasitism of contemporary capitalism which 
are leading to a lowering of demand for manufactured goods, 
because otherwise the false scheme which is the basis of his 
“explanation” of the cause of failing demand for capital 
investments and the increased unemployment which is con- 
nected with it would collapse. Keynes also “ explains ” crisis 
with psychological causes. . . . He explains the beginning of a 
crisis as due to a change from a mood of over-optimism by 
businessmen into a different mood of over-pessimism. . . . 
In the book under review, which was written shortly after 
the catastrophic shock which capitalistic economy suffered 
through the world economic crisis of the years from 1929 to 
1933, Keynes had to admit that it was impossible to maintain 
one of the main principles of bourgeois political economy— 
the principle of laisser faire. He grudgingly admitted the 
inevitability of unemployment and economic crisis in so- 
called “ uncontrolled capitalism ”; giving a wrong explanation 
of the causes of their origin, Keynes at the same time main- 
tained that unemployment as well as economic crisis can be 
removed by shifting over to so-called “ controlled capitalism.” 


“Remedy” For Capitalism 


Having explained this basic thesis, supported by a number 
of bourgeois economists and politicians from Fascists to 
Labour leaders, Keynes suggests a complete range of regula- 
tions, leading to a so-called “ remedy ” for capitalism, by the 
activation of the bourgeois state and its increased interference 
in economic life. Thus Keynes appears in the role of a con- 
vinced defender of state monopolistic capitalism. 


It is important to note that interference in the economy 
by the bourgeois state can be carried out only on the basis of 
the laws of economic development peculiar to capitalism. 
Because, as explained by Comrade Stalin, the economy in 
conditions of capitalism is not in the hands of the state but, 
on the contrary, the state is in the hands of the capitalist 
economy, which is based on private ownership of means of 
production ; the exploitation of one man by another cannot, 
therefore, develop otherwise than according to spontaneous 
natural laws. Interference of the bourgeois state, therefore, 
not only cannot alleviate capitalistic defects, as Keynes asserts, 
but on the contrary, makes them worse... . 


Measures suggested by Keynes for the “ liquidation ” of 
unemployment and crises by direct government “ control ” 
of the demand for consumer goods, are of an abstract and 
‘xtremely obscure nature. Not giving a thought to the raising 
of the standard of living of the working masses, because an 
orthodox bourgeois is only interested in constant lowering of 
this level, Keynes elaborates at great length the theme that 
the only source which could increase the demand for con- 
Sumer goods is the support of unproductive consumption of 
any sort—as for instance the parasitic consumption of the 
ruling classes, increasing expenditure for armaments, keeping 
up of the redundant police bureaucratic state apparatus, etc. 


He cynically states that earthquakes, even wars, can lead to 
an increase of wealth. . . . 


ane programme of “improvement” of capitalism, 
in represents a masked attack on the standard of living 
ra . working masses, was a very suitable theoretical basis 
Part Pseudo-socialist theory and practice of the Labour 
z y, Nationalisation ” of individual branches of industry 
‘lus out by the Labour Government can serve as a good 
— of the teal contents of Keynes’s thesis, which 
rs at it is desirable that a government should take on 
ee responsibility for direct organisation of invest- 
bee It is known that such activity of the Labour Govern- 
ne is generally advantageous for monopolists because it 

8s about an increase of their profits at the expense of 


further attacks on the standard of living of the working 


Masses, 


85 
The Labour Government eagerly carries out Keynes’s idea 
that the most elastic way of increasing the exploitation of 
the workers is an automatic reduction of real wages by using 
inflationist methods widely ; it announced the policy of 


" freezing ” nominal wages while the prices of everyday 
needs increase systematically. 


The Labour Government, repeating Keynes’s demagogic 
prattling that it is desirable to reduce some inequality of 
wealth by carrying out an appropriate taxation policy, 
actually applies such a policy, which causes a considerable 
increase of indirect taxation, falling most heavily on the 
backs of the workers. . .. “Democratic socialism” of the 
Labourists is fundamentally a variety of “ reactionary 
socialism ” which Marx and Engels pilloried a hundred years 
ago as bourgeois. 


It is quite clear that when Keynes entered the lists as 
defender of monopolistic capital, he had no intention of 
showing either the real causes of economic crisis and unem- 
ployment or the way in which they could be removed. It 
is known that the only way to get rid of crises, unemploy- 
ment, poverty of the masses and all the concomitants of 
capitalism is: liquidation of capitalism itself. 


But Keynes’s programme of measures for the “ fight ” 
against crisis and unemployment is not only a Utopian dream. 
Though they are helpless against crisis and unemployment, 
this programme is of a practical value to the imperialists, for 
it shows a concrete way to strengthen the supremacy of 
monopolistic capital through increasing its profits at the 
expense of the standard of living of the workers. Further, 
Keynes’s theory is suitable for the monopolistic bourgeoise 
in so far as it can be used to distribute among vast masses 
of people illusions about the possibility of peaceful reform- 
ing ways, to show how to remove “shortcomings” of 
capitalism by the change to “organised” and “ planned ” 
capitalism. 


The successes of the Soviet Union, a country of victorious 
socialism, and of the countries of people’s democracy, refute 
Keynes’s ideas better than anything else. Their experience 
proves convincingly that the cause of crisis and unemploy- 
ment lies definitely not in people’s “psychology” and 
“ nature,” as stated by Keynes, but in the intrinsic laws of 
capitalism itself. The socialist system of economy is a vivid 
proof that the only means for the liquidation of crisis, unem- 
ployment and the hardships of the masses is not the 
“improvement” of capitalism but the destruction of it and 
its replacement by socialism through a revolution. 


Soviet Satellites Re-arm 


A CHANGE in the relative strength of the armed forces 
of Jugoslavia and its Communist neighbours has taken place 
in the past six months. Up to July of last year it was almost 
certain that Tito’s armies could withstand a simultaneous 
invasion of the armies of Hungary, Bulgaria and Rumania ; 
today this is no longer a certainty. During the past six 
months satellite armed forces have been considerably 
increased ; they have been trained and armed by the Russians, 
and their arms are being standardised. During the same 
period the Jugoslav forces have been engaged in more inten- 
sive training than usual, but no extra classes have been called 
up or retained with the colours. 


In a speech to the Jugoslav parliament on December 28th 
Tito warned his own people about the extent of this satellite 
rearmament. He said that the total armed forces of Hungary, 
Rumania and Bulgaria now ainounted to 660,000: 165,000 
in Hungary, 300,000 in Rumania and 195,000 in Bulgaria. 
This figure is nearly 200,000 more than were under arms 
six months ago. 


These numbers are obviously meant to cover total armed 
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forces—that is including security troops and armed police 
as well as air and (in the case of Bulgaria) small naval forces. 
It is probable that Tito quoted the outside estimates, but 
there can be no doubt that his figures are substantially 
correct. This rapid increase in satellite armies has been 
achieved by calling the normal classes (1928 and 1929) to 
the colours, plus an additional selection from other classes ; 
at the same time the class that would normally have been 
demobilised this autumn has been retained in service. This 
means that their armies at present contain an unusually high 
proportion of trained men. 


These figures do not include numbers for Albania, which 
has armed forces—army, security troops, frontier guards and 
militia—of between 40,000 and 50,000. The training and 
quality of these troops may not be high, though in the event 
of war with Jugoslavia they could probably be counted on 
for irregular mountain warfare and the invasion of the 
Kossovo region. They have considerable supplies of arms 
captured from the Italians during the war and are known 
to have received some Soviet equipment recently. 


Jugoslavy Weaknesses 


Neither in his speech to parliament nor in private inter- 
views recently has Marshal Tito shown any lack of confidence 
in Jugoslavia’s ability to hold these satellite armies, even if 
they attacked simultaneously. Its total armed forces are 
still as they were last year about 400,000 (including army, 
security troops, militia, and the smaller navy and air forces), 
but about 800,000 to 1,000,000 men could be put into the 
field fairly quickly in case of an emergency. Reserve officers 
and men have been put through special refresher courses 
this summer and winter, and there is no doubt of the fighting 
quality of the Jugoslav army. The problem is their arma- 
ment. Marshal Tito has revealed that he had insisted—and 
against opposition—on the expansion of Jugoslavia’s war 
industries as far back as 1947, when the Five Year Plan 
was started. These have presumably been developed since 
then, but it is most improbable that they can do much more 
than equip the country’s fighting men with small arms. 
Tanks on the model of the Russian T34 are now being 
produced, but it is certain that Jugoslavia’s :ndustry, working 
under great difficulties, cannot compete with the Soviet 
industries that are arming the satellites. Some arms have 
been ordered from firms in the west, but only on a very 
small scale. Even if the large amounts of heavy armament 
needed to guarantee security could be paid for, it is unlikely, 
in view of the rearmament that is going on in the west, that 
delivery could be got for some time to come. Tito is still 
refusing to accept arms from Britain and the United States. 
His view, echoed by most Jugoslavs, is that an invasion of 
all the satellites could be held, provided they were not aided 
by Russian troops. 


Even those who are not quite so confident point out that, 
against invasion from the north and east the Jugoslavs can 
first hold the frontiers, then if necessary the line of the 
Danube, and finally the Dinaric Alps, where Tito and his 
Partisan army waged successful guerrilla operations against 
the Germans for the greater part of the war. But this would 
ee ee ee ee 
breadbasket of the country ; in short, it would be tantamount 
to defeat. 


With the turn of the year toward spring come the usual 
speculations as to the possibility of a Sovict-inspired satellite 
“ liberation ” of Jugoslavia. Is that the purpose of the recent 
increase in satellite armies ? Or is it just part of the war 
of nerves against Jugoslavia ? It may be part of a general 
policy to keep up political tension in Europe—or even just 

_another example of rearmament in a dangerous situation such 
as now exists all over the world. It appears to be Moscow’s 
policy to keep people guessing. Meantime, Tito has given 
his answer: no appeasement and, if invasion should come, 
a fight to the last ditch. 
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Agriculture in the Bahamas 


[FROM A CORRESPONDENT] 


One of the last schemes approved by Lord Trefgarne before 
he left the Colonial Development Corporation was one 
intended to increase very considerably the agricultural our- 
put of the Bahamas. The Bahamas, the Corporation points 
out, are still largely dependent on the United States for 
their food supply. Too many, it hints, of the dollars earned 
from the tourist traffic run back again in the purchase of 
food. If the Bahamas could be made self-supporting, so 
much the better for the sterling area. With this end in 
view the Corporation has purchased, for £470,000, an 8,000- 
acre estate on the island of Eleuthera. Its future plans 
include even more considerable developments on the island 
of Andros, the largest island in the colony, now having a 
population of no more than 7,000 (compared with 30,000 
in New Providence). Soil experts report that these lands 
are likely to be as productive as similar areas in Florida, 
that they could provide crops for both the home and the 
United States market and enough maize, for example, for 
the whole of the Bahamas. 
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Optimistic forecasts of this kind are, today, bound to be 
received with reserve. The Colonial Development Corpora- 
tion is not the Overseas Food Corporation. In its first 
annual report it was at some pains to make it clear, politely 
of course, that it shared neither the identity nor the methods 
of its sister corporation. Yet the development of food pro- 
duction in the Bahamas does raise all the problems of large- 
scale agriculture in tropical and sub-tropical lands with quite 
a few peculiar to itself. 


The first is soil. The rock structure of the islands is 
somewhere between limestone and coral and exposed surfaces 
become very hard. They are also corrugated and the soil 
tends to collect in the shallow pockets between the corru- 
gations, with the result that agriculture has either to be 
entirely a matter of hand work or must rely on some use 
of rock-crushing plant. Moreover, fertile as the soil may b¢, 
its fertility is soon exhausted. These problems may 0 
be oo but only with the expenditure of considerable 
capital. 

The supply of labour should not be a problem, provided 
housing can be provided where needed, but its cost may be. 
With the decline in the sponge fishing industry, the coloured 
Bahamian has tended to seek mainly seasonal employment 
in the United States, and with success. But in the islands, 
the cost of oy: still tends to rise—even in 1949 it toe 
300 per cent of its 1939 figure—and wages have risen }us 
as sharply. The Bahamas have now - highest cost of 


living in the West Indies. A third difficulty is transport. 
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There are no refrigeration ships plying between the islands 
and perishable crop must be sent by air. 


By the standards of any European coun —indeed, of 
any country ever likely to think in terms of self-sufficiency— 
the economy of the Bahamas is hopelessly out of balance. 
Here is a community of some 75,000 people, more than 
three-quarters of them coloured, scattered over some 700 
islands spread over some 700 miles, and yet, in 1948, they 
imported goods and supplies to the value of {4,720,151 and 
exported no more than £551,920. In 1949 they had a 
revenue of £1,329,967 against an expenditure of £1,509,778, 
and yet they had finished the previous year with a surplus 
of £910,845. They have no fuel, no natural power, extremely 
few mechanical industries. Not only must they import all 
manufactured articles; they must also import flour, rice, 
milk, fats and beef, and yet, having no direct taxation, they 
raise three-quarters of their revenues from customs duties. 
The answer to the enigma is that the Bahamas, particularly 
New Providence island, is a tourist centre drawing its visitors 
from all over North America. 


Income From Tourists 


It is doubtful if anyone can calculate what the tourist 
business brings to the Bahamas. Since there is no direct 
taxation on income, a great many of the traders do not keep 
books. And, in so attractive a climate, why should not the 
Bahamian continue to believe that, as long as there is money 
in the world, an appreciable quantity of it will come his 
way? So far his fortune has held. The last thirty years 
began with the Bahamas as the centre of the trade in running 
liquor into a large area of the United States; the profits 
were considerable. When the war ended the tourist trade 
for the moment, the United States poured millions of dollars 
into the construction of an air base at Windsor Field in 
New Providence. Then the tourists returned, and provoked 
a housing boom. When that slackened, seven American 
companies began prospecting for oil. The British people 
have made a contribution through Mr Butlin and now the 


Colonial Development Corporation is picking up the 
cornucopia. 


There are a great many Bahamians who think in those 
terms. They do not worry about dollar dependence for 
a great deal of what they buy from America they sell back 
to Americans at a vastly improved price. There are, of 
course, others who would be glad to see their islands made 
much more self-supporting by any realistic means. If it is 
economic to grow maize on Andros island—economic, that is, 
against the price of American maize c.i.f, Nassau—then they 
would agree that it is worth while. But the legislators of the 
Bahamas are never likely to tax imports of maize to keep 
its price in the island up to the Colonial Development 
Corporation’s level of costs, nor are they ever likely to vote 
any subsidy to the Corporation out of their own revenues. 
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And there is no possible reason why the United Kingdom 
taxpayer should subsidise the untaxed Bahamian by footing 
any losses that the Corporation may make. 


If large-scale agriculture in the Bahamas is to pay, it 
must produce a crop that can be exported and command 
a high price when exported, for a great deal of it will need 
to be flown to its markets. The Bahamas, free from frost, 
can sell to the United States and Canada fruits that those 
countries habitually eat, provided they deliver them at a 
time when the nearer or cheaper sources of supply are not 
available. A great part of the economic future of the 
Bahamas clearly depends on the air services available, and 
it is to be hoped that the Development Corporation will 
co-operate closely with BOAC, which controls the local 
Bahamas Airways as well as providing direct services to 
Miami and New York. 


But the question remains; is, say, the large-scale pro- 
duction of maize in the Bahamas worth while when they lie 
so close to the American mainland and when the only barrier 
to the import of a full supply is the dollar shortage ? There 
are those in the Bahamas who expect to live to see the day 
when the Governor and the Colonial Secretary are appointed 
by Ottawa, not Whitehall. Canada, they say, would like 
a place in the sun’ They are anxious to remain within 
th: Commonwealth, but very many Bahamians regard their 
inclusion in the sterling area as a gesture not intended to 
interfere with their habits and customs. Is it really neces- 
sary, they would say, to spend millions on drainage and 
the like just to grow maize, just to divert a few more 
tourists’ dollars into the Bank of England ? But, then, the 
climate of the islands is incapable of producing anything 
but a negative response to any suggestion of austerity. 


Rumania Conforms to 
Communist Pattern 


[BY A CORRESPONDENT] 


In Rumania the second year of state planning is drawing 
to a close. The report on industrial output during the third 
quarter of last year was in the usual percertage form and 
reveals little. But, like the end-of-term report of an indul- 
gent schoolmaster, it conveys a soothing impression of pro- 
gress. The first, grandiose, five-year plan, which begins 
this year, has been drawn up. The temporary period of the 
“new economic policy,” when private aid state enterprises 
coexisted, has passed. This east European country is now 
set on its course towards the Communist state. Although the 
Prime Minister, Dr Groza, is nominally still a member of 
the Ploughmen’s Front, a small radical peasant party, the 
Communist walruses and carpenters have effectively con- 
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sumed the socialist members of the governmental coalition. 
The policy which the Rumanian Government is now pursuing 
is almost precisely the one laid down in the programme of the 
Sixth Communist International in 1928. 


The present plans for the industrialisation of Rumania, 
although doctrinaire and reckless, are, in many respects, 
sensible. The problem of agricultural overpopulation in a 
country where three-quarters of the total population live by 
the land is an old one. As a result of the small size of the 
average holding and of inadequate capital investment, 
Rumanian agricultural practice has, generally, been 
inefficient. Among east European countries Rumania is also 
exceptionally well provided with natural resources. Oil, 
methane, gas, coal, lignite and timber are all to be found as 
well as gold and non-ferrous metals in smaller quantities. 
Hydro-electric power can be cheaply won from the many 
rivers which run through Rumania, The vice-Premier, Mr 
Gheorghiu-Dej, recently announced ten-year plans for con- 
structing 24 hydro-electric stations with a capacity of 
764,000 kilowatts as well as 13 thermo-electric power stations 
with an output of over a million kilowatts. Before the war 
some progress had been made in exploiting these resources. 
But the present plans are a different matter. The reckless 
speed at which they are being pressed demands a phenomenal 
rate of capital investment. Official figures show that if the 
1948 rate of capital investment equals 100 the present rate 
is 450. The 1950 budget claimed 145,000 million lei for 
capital purposes compared with the 210,000 million lei 
devoted to the supply of consumer goods. 

With such a programme of industrialisation only foreign 
capital in considerable quantity could prevent an immediate 
depression in the standard of living. But Russia’s help of 
this sort has been negligible. Instead of capital equipment 
its contribution to the joint Rumanian and Russian holding 
companies—the Sovroms—has been the provision of former 
German assets in Rumania and equipment claimed from the 
Rumanians as reparations and then forgone. In return the 
Soviet Union is securing substantial dividends and, in some 
cases, a monopolistic control over Rumanian industry. 


Foreign Trade via Moscow 


Since Rumania’s foreign trade is equally tied to Russia’s 
apron strings it is unable to export its normal surplus of oil 
and grain in return for capital equipment. Both bread and 
petrol are rationed inside Rumania. Details of the country’s 
foreign trade are shrouded in secrecy but a large part of its 
production is reported to go to the Soviet Union for re- 
export. Grain, perhaps, finds its way to the west by this 
route. Oil—that lubricant of power politics—is urgently 
required by the Cominform countries. So, regardless of 
cost, the declining Rumanian oil wells are being exploited 
and new fields feverishly explored. Apart from the 1,500,000 
tons retained for domestic consumption, all the annual pro- 
duction, now running at about 4,500,000 tons, goes to the 
Cominform countries. Except for Czechoslovakia and 
Eastern Germany they are in no position to supply Rumania 
with capital equipment. 

Thus, deprived of its potential advantages and hampered 
by the loss of skilled technicians as a result of political purges, 
Rumania has faced the same problems during this second 
year of state planning as the other agrarian countries of 
eastern Europe. The problems are obvious They 
are how to found and enlarge industries by drawing labour 
from the countryside while maintaining and increasing 
agricultural production ; how to train the new industrial 
workers quickly so that there is no drop in productivity ; and 
how to keep the wor ea co-operative, if not 
enthusiastic, in the face of the severe shortage of consumer 
goods that such a programme entails. 

The policy of collectivising agricultural holdings has 
obvious advantages for Communist governments. It reduces 
the labour force required on the land, enables mechanical 
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methods to be introduced and increases the government’s 
control over the peasants. During this year collectivisation, 
which began relatively late in Rumania, has quickened in 
pace. At the end of last year there were under two hundred 
collective farms. Now there are a thousand, excluding the 
364 state farms which control two million acres. The 
pressure on the poorer peasants to join these collective farms 
seems, so far, to have been economic. What political com- 

ulsion there has been has come largely from the zeal of 
ocal Communist Party committees. The Government 
appears, at the moment, to be relying on the appeal of the 
tax exemption, credit facilities and other privileges enjoyed 
by the collective farms. The richer peasants have, of course, 
received no respite from the difficulties heaped upon them. 
Nevertheless, the bulk of the three million holdings in 
Rumania still remains in the hands of the small farmers 
and the Government has recognised the need to maintain 
their interest in selling surplus produce by increasing the 
amount of consumer goods available to them. 

One inducement to rural workers to forsake the land is 
the higher wages and preferential rations granted to workers 
in the oil, steel and mining industries. But, since the 
Government’s labour legislation in the summer, workers even 
in these industries have to work long hours to maintain a 
modest standard of living. For, in order to reduce the 
excessively high costs of production brought about by over- 
time payments and the payment of unskilled workers at 
skilled rates, the Government raised the normal number of 
working hours per week and prohibited payment for over- 
time. Extra wages are now given only to the record-breaking 
piece-workers. At the same time the accounting systems at 
the state factories, hitherto unbelievably slapdash, were 
overhauled and a tight central control is now exercised. 


In order to be certain that the central economic plans are 
scrupulously followed, as well as for political reasons, a 
wholehearted weeding out of unreliable members of the 
Communist Party was recently completed. In the course of 
a year about a fifth of the membership was jettisoned. But 
the co-operation of the average non-communist worker is also 
required and the voluntary, unpaid, labour schemes need 
encouragement. So a theoretical extension of the powers 
of local governments: is being planned. In the absence of 
material incentives the worker must be emotionally interested 
in the success of the state plans. 


Whether this propaganda campaign succeeds or not it 
would be idle for the West to suppose that these plans for a 
Communist state will be discontinued or greatly modified. If 
persuasion fails force will be used. Decrees envisaging the 
compulsory direction of labour and penalties for inadequate 
work have already been drafted. Neither can the West expect 
any great disturbance because of dissatisfaction at the present 
standards of living. If conditions become dangerously 
onerous, Russia is likely to produce emergency supplies as it 
did when the Rumanian harvest failed for two years after 
the war. In any case, since the country has at least some 
industrial foundations on which to build, the plans may well 
succeed. Military considerations apart, the defection of 
Rumania from its position as a Soviet satellite is barely on the 
cards. It does not enjoy the geographical or emotional 
advantages of Jugoslavia. But if the tremors of revolt ever 
shake the outer marches of the Soviet empire they are likely 
to be caused less by economic discontent (many peasants were 
as badly off during the ’thirties) or by a hankering for the 
more polite forms of parliamentary democracy (which have 
not always shown to advantage here) than by a revolt against 
despotism and by chauvinism. The keen weapon of 
nationalism has always formed part of the Balkan armoury 
and, from dubious motives, many governments gave it a fine 
edge before the war. Temporarily hung on the wall, it may 
yet be taken down. To many Rumanians the loss of 
Bessarabia and Northern Bukovina, and Russian exploitation 


are greater mishaps than acceptance of the moral evils of 
Communism. 
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In Canada two large and complete new Simon flour 
| milling plants were recently built for the same firm. 


The first was completed in 1948 and the second in 1950. 


Both were designed, manufactured, shipped, installed and 
set to work in nine months. Of the first mill the client 
wrote: “ It incorporates the last word in milling equipment 
and facilities to be found in any Canadian plant.” And 
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stable income combined with good prospects 
of capital appreciation. 


“* Ploughing Back” 
The insurance companies, whose shares constitute 
Insurance-Units, have a common policy of main- 
taining a wide margin between what they earn and 
what they pay out in dividends. This “ ploughing 
back ” should indicate further dividend increases 
when existing dividend limitation comes to an end. 
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The distillation of coal oils from coal mined at 


Thorncliffe was a pioneer activity of Newton 
Chambers, who had been mining their own coal 
since 1793. Newton Chambers chemicals made 
from coal oils have since found world-wide 


markets, and have become familiar in every 





household in this country. Names such as 
Izal Germicide, San Izal, Zal Pine Disinfectant, 
carry with them the reputation for quality and 
trustworthiness which has been associated with 
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Gold Snowball 


Tt improvement in the United Kingdom’s gold and 
dollar reserves goes from strength to strength. In 
the last quarter of 1950 these reserves rose by $544 
million, a figure mever exceeded in any comparable 
period in the past. Of this growth of reserves, $398 
million was the actual dollar surplus of the sterlii ¢ area 
while $146 million was the counterpart of ERP receipts. 
At the end of 1950 the reserves stood at $3,300 
million, a level that compares with $1,688 million 
at the beginning of the year and with the ‘uw point 
of $1,340 million touched on September 18, 1949 
—just before the devaluation of sterling that set in 
motion the train of events mainly responsible for the 
more permanent causes of this astonishing recovery in 
the reserves. As the accompanying table shows, the 
recovery has been both remarkable and progressive. 


Britain’s GOLD AND DoLLaR RESERVES 
(millions of US §$) 


| | Financed by . | 
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The progressiveness of the record from quarter to 
quarter, extending to the very end of the whole period 
of fifteen months, might not be sustained, however, if 

figures were shown from month to month. If 
the $398 million surplus in the past quarter could 
be segregated into monthly parts, it would probably 
be found that October provided the lion’s share of the 
gain—perhaps about $290 million—and that in 
November and December the rise, though continuing, 
was at a rate of something less than $60 million a month. 
This declining trend results mainly from the fact 
that October saw the peak of that late summer madness, 
the expectation of an upward revaluation of sterling. 
The bulk of the consequential inflow of funds from 
North America and Europe—some of it speculative, 
some in anticipation of future commercial needs—was 
Compressed within that month. The Treasury estimates 


that, over the quarter, the net inflow of semi-speculative 
funds from North America may have accounted for one- 
third of the sterling area’s net gold and dollar surplus of 
$398 million, namely about $130 million. This estimate 
does not necessarily contradict the impression of Lon- 
don bankers that in October alone some {100 million of 
funds, either in the form of “ hot money ” or in anticipa- 
tory commercial transfers, may have entered the London 
market—from all quarters. The reconciliation of the two 
estimates would be provided first, by the fact that some 
of the £100 million represented funds flowing in from 
non-dollar countries ; secondly, some of the sterling 
acquired by overseas interests during October—advance 
of needs was used up to pay for imports during the 
last two months of the year. If that be so, then the 
deceleration in the rate of gold and dollar receipts during 
November and December can in large part be explained 
and no unduly pessimistic deductions need be drawn 
from that phenomenon—except, of course, that a similar 
influence may be at work in the current quarter. 


The real rise in the sterling area’s dollar reserve 
in the last quarter of the year was slightly greater even 
than the remarkable figure of $544 million revealed in 
the Treasury statement. Over this period the amount of 
outstanding claims for dollar reimbursement by ECA 
of expenditure previously incurred by the British 
Government rose by some $10 million to about $77 
million. The hidden dollar reserve represented by this 
lag between ERP expenditure and reimbursements has 
thus grown with the increase in the published reserve. 
The total of ERP aid allocated to Britain and not yet 
received—or, if allocated not yet reimbursed—amounts 
to about $170 million. This will help the United 
Kingdom balance of dollar payments until well into 
19§2, but at a rapidly diminishing pace. 

Until the detailed 1950 balance of payments figures 
are published, it will be impossible to determine exactly 
how the task of earning the sterling area’s surplus of 
$398 million was apportioned between Britain and the 
overseas members of the sterling area. Nor will it be 
possible before then to measure the rise in the gold and 
dollar reserve against the increase in Britain’s sterling 
liabilities. The Chancellor of the Exchequer has, how- 
ever, given rough indications of orders of magnitude on 
some of these points. The sterling area’s net gold and 
dollar surplus for 1950 was $805 million, compared with 
a deficit of $1,532 million in 1949. Of the improvement 
of $2,340 million, the Chancellor estimated that roughly 
two-fifths was attributable to reductions in dollar 
expenditures, one-third to increased earnings and the 
remainder to other factors, especially the reduction in 
gold and dollar payments to non-dollar countries— 
Europe has recently been losing gold to Britain through 
EPU and not taking it, as in 1949—and the already men- 
tioned semi-speculative inflow of overseas funds. The 
Chancellor added that about half the improvement in 
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1950 was attributable to the United Kingdom. Of the 
balance, roughly three-quarters was accounted for by 
the rest of the sterling area and one-quarter by the 
reduction in payments to non-dollar countries (these last 
attributable both to the United Kingdom and to the rest 
of the sterling area). 


Any suggestion that the rest of the sterling area had 
been doing more than its share in pulling the balance of 
payments of the whole area “ out of the red,” would, in 
any case, be invalidated by the Chancellor’s intimation 
that the overall balance of payments of the United 
Kingdom in 1950 closed with a surplus of between £200 
million and £250 million. The surplus for the first six 
months of 1950 was £52 million (actual) so that the 
surplus in the second half must been running at an 
annual rate of between £300 million and {£400 million. 
These are astonishing figures. They show that a con- 
siderable cushion has been built up against the further 
deterioration of the terms of trade and the loss of exports 
—in consequence of defence production—that must be 
expected in the coming year. The substantial overall 
surplus achieved by Britain suggests that if sterling 
liabilities have risen during the second half of the year 
—and such figures as are available indicate that they have 
risen—the increase in these liabilities has been much less 
than the accompanying increase in the gold and dollar 
reserves. 

Needless to say, the uncertainties that lie ahead make 
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it difficult to project into the future the full optimism 
suggested by the 1950 achievements. Last year saw the 
culmination of the postwar recovery in Britain’s over- 
seas finances. Now we plunge into a new phase in 
which account will have to be taken of the impact of 
rearmament on industry and exports, of the continuing 
rise in the prices of imports, of the scarcity of raw 
materials and of the service of the American and 
‘Canadian loans—these loans, from the end of 1951, will 
be calling for annual payments of about $170 million. 
In facing that prospect, the Chancellor of the Exchequer 
adopted a sombre, dour, bull-doggish mood. It is just 
conceivable, however, that this attitude may be proved 
a year hence to have been a shade too pessimistic. Suf- 
ficient weight may not have been given yet to the 
considerations that exportable dollar goods are likely to 
become much scarcer in 1951; that high commodity 
prices will weigh heavily on one part of the British 
balance of payments but, as in the past year, they will 
bring powerful reinforcement to Britain’s invisible 
income ; that the terms of trade may deteriorate less 
rapidly as British exporters learn to shake off the tradi- 
tional sluggishness with which they adjust their selling 
prices, whether upward or downward. If due allowance 
is made for these possibilities, the prospects for the 
dollar balance of payments of the sterling area or for the 
overall balance of the United Kingdom do not appear 
quite as menacing as the Chancellor tried to paint them. 


Steel in I9f1 


[= announcement by the Society of Motor Manu- 
facturers and Traders that the production of cars 
might be cut by 15 to 20 per cent this quarter and that 
from Monday next “ many companies would be able to 
work only a four-day week ” seems to contain a note of 
alarm that had not, when the announcement was made, 
communicated itself to the bigger car makers. There 
are no doubt some things that can be done to ease the 
blow of a reduction of 15 to 20 per cent in deliveries of 
sheet steel to the industry. But imports of steel sheet 
have now dried up ; there is no more sheet to be got 
from the United States or elsewhere. And the new mills 
at Margam will not begin to turn out their half million 
tons or more of motor sheet a year until the middle of 
this year. At the moment, the company mainly hit by 
tle cessation of imports is Pressed Steel, which will have 
to go short by 1,000 tons (equal to 2,000 car “odies) a 
week until supplies of sheet can be increased from home 
production. 

This is not a good start to 1951 for steel us rs, though 
it may still be questioned whether, if there had been 
abundant supplies of sheet, motor output would not have 
been affected by shortages of other things. It seems 
possible that 1950 will bring to an end, for the time 
being, the impressive expansion of steel output since the 
war. For 1947—the first year to witness the formality 
of an economic plan—the steel plants produced 12} 
million tons of ingots and castings, thus exceeding the 

lanned figure by a quarter of a million tons despite the 
fuel and power crisis in the early months of that year. 
Output last year was expected to be between 157 and 
16 million tons ; the industry has surpassed the lowest 
estimate by a comfortable half million tons. The steel 


industry has got into the habit of doing this and the 
country of expecting it. Now, it is virtually certain that 
when the British Iron and Steel Corporation takes up its 
shareholdings in the industry on February 15th it will 
be buying up an industry whose total output is no longer 
increasing. 


This is a plain technical fact that has nothing to do 
with the merits of the case against nationalisation. If, by 
a last-minute conversion to supreme wisdom, the 
Government were to postpone the steel take-over, steel 
output this year would still be about half a million tons 
lower than it could be. Such a check to steel supplies 
may not be a fatal hindrance to the defence programme 
or to most of the export trades, but it adds another instal- 
ment to the tale of shortages that this year threatens the 
even flow of industrial production. The industry itself 
sees few signs of a positive shortage of general steels— 
though there are persistent shortages of particular pro- 
ducts, including sheet and tinplate, that will begin to be 
remedied only when new plants come into service. There 
appears to have been a fall in orders for steel in 1949 and 
the first half of 1950 by about one-third. Thus by the 
time that steel allocation was at long last abandoned in 
the summer there was no doubt whatsoever that supply 
and demand were in reasonable balance. But steel has 
since been affected, like every raw material, by forestal- 
ling and stockpiling. A big increase of more than 50 pet 
cent has become evident in orders for steel ; in the in- 
dustry’s view, this increase has not been matched by an 
increase in the use of steel, but rather by a desire for 
increased stocks. Delivery dates are being pushed to six 
months and there are signs here and there of shortage 
and difficulty. 
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The prospect that home production of steel in 1951 
is unlikely to exceed last year’s output will have unfor- 
runate consequences. It already means that exports of 
steel will have to be cut by half a million tons ; as in 
coal, the immediate shortage is to be exported. If 
imports could be maintained (at about 700,000 tons), 
exports cut by 500,000 tons and 500,000 tons added to 
output by bringing in new capacity, there would be no 
creat difficulty. But the British economy is witnessing, 
as it did in 1947, how shortage begets shortage in a 
seriod of hyper-inflation. Because too little coal is being 
raised, coal has to be imported from the United States ; 
there is a sudden demand for a million tons of shipping 
sailing twenty-one days in ballast across the Atlantic ; 
the iron ore trade from North Africa and Sweden is the 
frst to feel the effect. By the end of 1950, the steel 
industry had been unable to obtain the shipment of 
600,000 tons of iron ore; these shipments have been 
cancelled and lost, and there are bound to be further 
lost cargoes in the early months of this year. It has been 
difficult enough to place contracts for the 9 or 10 million 
tons of imported iron ore that the British steel industry 
needs, for German requirements are _ increasing 
Germany has only one-third of the iron ore it could 
use) and the United States is taking 3,000,000 tons from 
Europe and North Africa. Indeed, iron ore seems to be 
oversold, and if shipping is not available to take cargoes 
when they are ready, the shipments are lost. Thus if 
the industry gets along by using up its stocks of iron ore 
now, it will have little or no chance of making up its ore 
stocks later in the year. 


Thus a fall in pig iron production is expected fairly 
soon in certain centres, and there is little hope of any 
compensating expansion of pig iron output later in the 
vear. This is inevitable if the threatened cut in ore 
imports reaches—as it threatens to reach—the best part 
of a million tons. But if iron ore is one of the worst 
headaches of the industry, it is not the only one. A 
shortage of iron ore and pig iron might in large part 
be made up by larger supplies of steel scrap. But instead 
of the 2,000,000 tons of scrap imported from Germany 
last year, the steel industry is expecting 1,000,000 tons 
in 1951 ; even that is not certain, for the only contracts 
placed are for rather less than half a million tons in the 
first half of the year. The loss of ore supplies means 
that this deficiency cannot be made good by an increased 
output of pig iron. Thus the campaign for larger collec- 
tons of home scrap is a very necessary part of the 
industry's strategy in 1951. There are some odd con- 
rasts in scrap policy. A high level of activity in 
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engineering and the steel-using trades automatically 
means an increase in circulating scrap, such as turnings 
and offcuts. But it does not automatically increase the 
amount of old scrap recovered—out of date machinery 
or demolished steelwork. That, so the industry believes, 
can best be got to the steelworks for remelting by public 
appeal rather than by price incentives. At first sight this 
belief seems to flout economic laws, yet the industry has 
done well in the past in getting its home scrap cheaply— 
at about £3 10s. a ton, compared with a delivered price 
of over {11 a ton for German scrap today. 


To round off this tale of difficulty in obtaining steel- 
making materials, there is a shortage of coke (with stocks 
down to a week’s supply) and in some iron smelting 
centres a shortage of labour. And there is an obvious 
threat of rising costs. In the past year, the industry has 
absorbed some heavy cost increases, particularly in 
respect of railway rates, ore prices and freights, and 
imported scrap. Now the cost situation is getting out 
of hand ; in a mere six weeks ore freights from North 
African ports have more than doubled—45s. a ton 
against 21s. earlier this winter. Thus the coal crisis and 
the emergency shipments of American coal are having a 
serious effect on the assurance and cost of supplies of 
steelmaking materials, at a time when the pressure of 
defence orders is starting to make itself felt. To some 
extent these effects will be temporary—in the sense that 
the summer will ease some present difficulties, even 
though it may not prevent their recurrence next winter. 
But in large measure output of steel and of steel manu- 
factures that is lost in the first quarter of 1951 will be 
output permanently lost. 


* 


It is fantastic that to this crisis of production there 
must be added a crisis of organisation. What attitude 
will the Steel Corporation take towards the industry ? 
It will have plenty to do in the technicalities of the take- 
over without sparing itself much time for a vigorous 
policy about the industry. It is not known to have such 
a policy, though individual members of the Corporation 
may well have ambitions as “ reformers ” of an industry 
of which they know little enough at present. Perhaps 
the best guess is that nothing very important is likely to 
happen to the industry this year apart from the transfer 
of securities on February 15th. In outline, the industry’s 
structure is likely to remain what it is until the Corpora- 
tion has acquired staff and ideas of policy—or until a 
change of Government radically alters the whole con- 
ception of public ownership of steel. Undoubtedly the 
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Corporation. as it exists at present cannot undertake the 
same range of functions as the British Iron and Steel 
Federation ; it could not, for instance, be expected 
successfully to handle the allocation of steel if that step 
were to become inevitable. The relations between the 
two bodies have yet to be worked out. So has the ques- 
ttion—not absent from the industry’s mind at this late 
stage—of unscrambling the steel industry’s eggs when 
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they are broken on February 15th. That it should be 
necessary to distract able minds from the urgent tasks of 
production in order to consider political issues of this 
kind is in itself the most drastic criticism that could be 
levelled against nationalisation of steel. There was never 
a more unnecessary political act, and it could not have 
been worse timed to add further confusion to the 
country’s economic difficulties. 


Business Notes 


Britain’s Overall Surplus 


The trade figures for December, released almost simul- 
taneously with the Chancellor’s statement on Britain’s 
economic experience in 1950, make it possible to attempt a 
provisional analysis of the overall payments surplus that the 
Chancellor announced. As an earlier article records, the 
Treasury experts estimate provisionally that the overall 
surplus in 1950 was between £200 million and £250 million, 
compared with a deficit of £38 million in 1949. During the 
first half-year, as the detailed White Paper issued a few 
months ago showed, there was an overall surplus of £52 
million—comprising a visible deficit of £108 million and a 
net invisible surplus of £160 million. Comparable figures 
for the second half of the year will not be available for at 
least two months, but it is possible to make certain estimates 
from the published trade returns. There is a statistical 
difficulty in reconciling the trade figures with those given 
in the balance of payments since the two sets are computed 
on entirely different bases—the most notable difference being 
that imports are valued c.i.f. in the former but f.o.b. in the 
latter. But if it is assumed that the margins between the 
two valuations, both of imports and exports, were the same 
in the second half of the year as in the first, then it can be 
computed that visible trade between July and December 
showed a deficit of only £20 million. Indeed, between July 
and November, on the same assumption, visible trade was in 
balance and probably showed a slight surplus ; the deficit 
in December alone amounted to some £23 million. For 
two if not three months in the second half of the year, 
Britain’s visible trade earned quite an appreciable surplus. 


Similar calculations indicate the approximate trend of the 
“ invisible ” items. A total surplus of {£200-£250 million for 
the year implies an overall surplus of £150-200 million for 
the second half. If the deficit on visible trade was {£20 
million, as estimated above, this would mean that the surplus 
of invisibles in the second half-year was of the order of 
£170-{£220 million, compared with £160 million in the first 
half. These calculations can be summarised as follows :— 


Jan.- July- Year 

June Dec. 1950 

£ mn. £ mn. mn. 
Batty oo eccncsecce 1,042 1,170 ,212 
Emports ......ceseceses 1,150 1,190 2,340 
Visible balance ......... — 108 —20 —128 
Invisible balance ........ + 160 +170/220 +330/380 


Total balance ........... + 52 +4150/200 +200/250 
The result is indeed encouraging ; but for the record cost of 
imports in December, the year’s surplus might have been 
over £20 million more. The December figures of imports, 
however, give an indication of things to come, 


* * x 


Worsening Terms of Trade 


Devaluation necessarily worsened British terms of trade, 
and the sharp and almost continuous rise in world commo- 
dity prices since June has accentuated that deterioration. 
The Chancellor said that “ practically all the increase of 


some {£400 million in our import bill in 1950 compared with 
1949 was attributable to higher prices”—in terms of 
sterling. The rise in export prices during the year added 
only about {100 million to Britain’s receipts, so that the 
deterioration in the terms of trade has cost Britain something 
around £300 million during the year. In 1951, the volume 
of imports will certainly have to be expanded-—-if the supplies 
are physically available. Last year the volume was almost 
the same as in 1949, and a high level of industrial activity 
was maintained only by running down stocks. It is evident, 
therefore, that the total bill for imports is likely to rise very 
steeply during the current year, since the full effects of the 
recent rise in world prices of primary commodity prices have 
not yet been felt in the balance of payments. 

Much depends, therefore, upon whether the total value 
of exports can be raised above its present high level— 
despite the impact of defence orders upon Britain’s principal 
export industries. Vehicles contributed nearly one-fifth of 
the increase in the value of exports last year ; machinery 
brought the proportion to one-third ; and these two groups, 
together with iron and steel, non-ferrous metals and electrical 
goods, accounted for no less than one-half. Exports of wool 
textiles increased significantly and so did the sales of whisky 
and refined sugar, but exports of cotton yarns and manufac- 
tures actually declined. Coal exports earned slightly more 
than in 1949, but are likely to be quite drastically reduced 
in 1951. 

If the prospects for expanding total exports this year are 
not very bright, those for developing Britain’s export trade 
with North America are certainly better. Total British 
exports to the United States and Canada last year amounted 
to $669 million, a rise of 34 per cent compared with 1949. 
In fact North America took 11 per cent of the total against 
8 per cent in the previous year. Exports in December to 
both countries were slightly lower than in November and 
October, but the total for the fourth quarter, $211 million. 
was well above the average of $153 million for the preceding 
three quarters. Over the year, exports to Canada rose by 
19 per cent, while those to the United States rose by over 
50 per cent. This experience has at least shown that if 
British exports can maintain their present price advantage, 
they can enjoy an expanding market in North America. 


* » * 


Bank Profits in 1950 


To judge from the published figures, 1950 was 4 
distinctly more profitable year for the big banks than 1949. 
As had been expected, each of the seven largest banks has 
maintained its dividend, and all save one report larger carn- 
ings. The exception is the Midland Bank, which this year, 
as last, shows a decline in published profits by roughly 1 pet 
cent ; it is known this bank has recently set up an internal 
fund to provide for future pensions, and it seems reasonable 
to suppose that this explains the absence of an increase if 
the disclosed profit. As will be seen from the accompanying 
table, aggregate profits of the seven banks rose in 195° bY 
£207,000 to £9,893,000, and about half this increase w’s 
attributable to Barclays Bank, which gained 5.7 per cent. !n 
1949 the aggregate gain was only 0.5 per cent, but in 195° " 
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rose to 2.1 per cent. The relative profitability of the two years 
is probably better indicated by this comparison than by the 
absolute figures, for there is litthe doubt that earnings in 
1950 must have permitted larger transfers to inner reserves— 
quite apart from the fact that in 1949 those reserves had to 
face substantial strain for the purpose of providing for 
depreciation on investments. 


Although in 1950 the clearing banks experienced an even 
smaller expansion than in 1949 in the resources at their 
disposal—net deposits over the first eleven months of the 
year averaged only £30 million more than in the similar 
period of 1949—they benefited substantially from a further 
rise in the average level of loans and advances, always 
their most remunerative asset. These showed an average 
increase Of £166 million over the eleven months—a 








Bank Prorits, 1947-50 














: 7 eee 
Bank and Dividend | 1947 | 1948 1949 1950 | ag im 
f be oki | { % 
Barclays (14%). ..seeeeses | 1,637,706 | 1,879,943 | 1,866,279 | 1,971,834 | 45-7 
Lloyds (12%) ..-sesneeses | 1,635,612 | 1,674,329 1,709,276 | 1,761,603  +3-1 
Midland (16%) ....<+-++6. | 2,002,570 2,025,728 2,006,414 1,987,320 —1-0 
National Provincial (15%). | 1,347,929 1,383,387 1,413,126 | 1,454,811 +2-9 
Westminster (18%) ...+ees | 1,391,076 | 1,431,532 1,460,557 1,471,031 | +0-7 
“Big Five” Total........ 8,014,893 8,394,919 8,455,652 8,646,599 |} 42-3 
District (184°) ..seeeeees | 503,796 | 525,432 | 504,880, 513,168] +1-6 
Martins (15°%)..sseceeeess | 721,931 | 719,520 725,170! 732,895} +1-0 
+24 


“Big Seven Total......... | 9,230,620 9,639,871 9,685,702 9,892,662 
Pints ud 


gain of 11.§ per cent compared with one of 9.1 per cent 
in 1949. Against this, the Treasury’s policy of switching 
its floating debt borrowings from Treasury deposit receipts 
to Treasury bills (which yield } per cent less) and the reduc- 
tion in the total of these borrowings involved the banks in a 
moderate loss of income. It is evident, however, that the 
net increase in asset earnings, combined with the increase in 
revenue from commissions (in consequence of the greater 
activity of bank accounts in general) must have comfortably 
covered the increased payments to bank staffs and pensioners. 
If, therefore, it can be presumed that the growth of 
miscellaneous revenues—from overseas business, stock 
exchange and trustee work and the like—was sufficient to 
provide for the rising tendency of all general charges, there 
must have been a perceptible increase in true net trading 
profits. The banks are clearly wise, however, to be 
increasing their provisions at this time. The high level of 
commodity prices clearly increases the risk of eventual bad 
debts ; there may yet be new shocks in the gilt-edged market, 
despite its present buoyancy ; and there looms ever nearer 
the shadow of very large liabilities for staff pensions when the 
“bulge” in age-distribution begins to exert its inexorable 
efiect upon retirements. 


* * * 


Psychology and Candles 


Although impressively equipped with figures showing 
the potential savings of coal if consumers turned out one 
ight in ten or put the lids on boiling saucepans, Mr 
Noel-Baker last week was unable to give any estimate of the 
fuel saving that would be brought about by the one measure 
he had himself taken—banning the use of all forms of fuel 
down to candles) in shop windows and advertising signs. 
Neither the Ministry of Fuel and Power nor the British 
Electricity Authority is prepared to guess at the material 
Value of this ukase (concerning which the Daily Herald had 
shown significant prescience). The official view is that some 
saving, however small, is effected, and that in any case 
general appeals for economy would not be taken seriously if 
= one ny of unessential electricity commen: on 

Pract be stopped by regulation should not be. 
cruder example of this ‘ holosi approach,” Sir Patrick 

’s blustering ultimatum suggesting that if English- 
men were allowed to see midweek races Scots might 
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waste fuel, had already passed without the snub it deserved. 

More positive measures to reduce fuel consumption during 
the next few months are now being decided upon. These 
include general cuts in coal allocations (rough priorities are 
already being observed in supplying public utilities and indus- 
try), that involve reduction of marginal railway services and 
may mean reductions in street lighting and lower supplies to 
domestic coal merchants. 


Publication of the year’s provisional figures, meanwhile, 
has made it possible to trace the pattern of 1950 consump- 
tion, which in total was 219,543,000 tons, five million tons 
greater than in 1949 and a million and a half tons higher 
than the 1950 Economic Survey had estimated. The largest 
absolute and proportional increase in consumption was by 
the electric power industry, which took nearly 10 per cent 
more coal than in the previous year (to meet a total demand 
that during part of 1950 was rising at an annual rate of 
I2 per cent, or twice the normally assumed rate). Industrial 
consumption rose by about 4 per cent compared with 1949, 
a conspicuous exception being the iron and steel industry, 
which consumed no more coal than in the previous year. 
Domestic coal disposals by merchants rose by § per cent to 
30,190,000 tons, some part of the increase being possibly 
due to last year’s official encouragement to householders to 
stock their cellars early and to prompt purchasing once the 
alarm about coal started. The debit side of the equation 
is seen in final export figures for the year ; after all the hopes 
and promises of the spring, and the confidence placed in a 
large financial return from them, exports amounted to 
17,082,000 tons, much below those of 1949 and five million 
tons lower than the original bounding estimates. 


* * * 


Washington and Raw Materials 


The negotiations in Washington about allocations of 
raw materials have produced a plethora of plans and counter- 
plans sufficient to bewilder even the negotiators. When this 
issue of The Economist went to press, every effort was still 
being made to reach an agreed formula that could be pre- 
sented to the Council for the Organisation for European 
Economic Co-operation when it meets this week-end. So far, 
it has apparently been agreed that a small executive group, 
consisting of Britain, the United States and France, should 
be set up in Washington, and that a series of commodity 
groups should be set up under its wing. There was, how- 
ever, no agreement about which countries will be repre- 
sented on these commodity groups, though it has now been 
accepted that producers and consumers will sit jointly on 
them. There is no suggestion at this stage of an international 
allocating body, but it is hoped that some organisation will 
be set up that will ease bottlenecks as they arise, and that will 
use powers of cajolery rather than of control to ensure that 
adequate supplies of vital materials are available for the 
combined defence programmes of the North Atlantic powers. 


An indirect result of the Washington talks is the United 
States’ decision not to purchase any more zinc for its stock- 
pile in the next six months. The immediate effect of this 
action is unlikely to be startling. The stockpile authorities 
have already purchased substantial tonnages of zinc for de- 
livery in the first half of 1951, and these contracts will not be 
affected. But the decision does mean that no spot purchases 
will be made by the stockpiling authorities before July and 
that no new contracts for delivery in the second half of the 
year will be signed during this period. As civilian consump- 
tion in the United States has already been cut back by 20 per 
cent, the squeeze in supplies should be lessened for a time at 
least. Unfortunately, however, the chances of Britain’s getting 
appreciably larger supplies may not be great, unless the 
United States Government takes special action. Stocks of 
zinc held by American smelters at the end of December 
amounted to less than 9,000 tons compared with 94,220 tons 
at the beginning of 1950. It is true that American manufac- 
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turers are now forbidden to hold stocks of zinc in excess of 
the “ reasonable demands ” of their business, but if supplies 
become freer, it would not be surprising to find that “ the 
reasonable demands of business” increase with them. If 
Britain wants zinc from America, it may, therefore, have to 
compete not only with other foreign buyers but with Ameri- 
can consumers, and it may have to pay grey-market prices. 
Some reports have suggested that the Ministry of Supply 
hopes to buy 15-20,000 tons ; purchases on this scale would 
improve the Ministry’s stocks but they would certainly not 
* be enough to permit a rescinding of the cuts on civilian con- 
sumption already announced. 


*x o * 
Chilled Beef from Argentina 


Argentina’s latest offer to overcome the meat deadlock 
was a sensible one, and deserved more serious considera- 
tion than it seems to have received from the Ministry of 
Food. Argentina suggested that it would be willing to 
accept {97 10s. a ton for frozen beef—the last offer from 
Britain—on condition that Britain also took a substantial 
proportion of chilled beef at a much higher price. The 
presumption was that chilled beef might be handled by 
private trade and sold off the ration at the full price. The 
British authorities have neither rejected nor accepted the 
offer. They have merely asked, rather diplomatically, for 
further clarification, though they have made it clear that if 
chilled beef were purchased it would have to be sold on the 
ration. 


Before the war British imports of Argentine beef were 
almost entirely in the chilled state. The quality of this beef 
was Claimed to be almost as good as home-killed beef, but it 
could not be stored, and the whole Argentine meat trade was 
organised virtually on the basis of sending prime chilled 
beef to the British market for quick distribution. During the 
war when shipping was subject to serious delays, the British 
Government had to demand frozen rather than chilled beef 
from Argentina, and it has continued this preference since the 
war. It would not be easy to sell chilled beef off the ration, 
since once Cut up it could not be readily distinguished from, 
say, home-killed beef. But it would seem possible for 
the Ministry of Food to adapt its system of distribution to 
include chilled beef in the ration ; delivery could be made 
ex-ship if necessary, a method often used in time of emergency 
for various commodities. 

If the principle of reverting from frozen to chilled beef 
is accepted, the main point of disagreement between the two 
countries will again be the price. Chilled beef will 
undoubtedly cost more than frozen, but even at £140 a ton 
Argentina would still be receiving much less than British 
farmers. Bulk buying and selling, food subsidies and pre- 
occupation with the cost of living are combined in a fiendish 
way to prevent trade and to deny the British consumer 
(who can afford to pay for what he wants) an addition to his 
food. The British Government, quite rightly, thinks that 
it should not increase the cost of the subsidies ; it also 
thinks, quite wrongly, that the British public should not 
pay more for its meat. The British housewife is at present 
being grossly overcharged for inferior—not to say inedible 
—ewe mutton; if she were given the opportunity, would 
she not jump at the chance of paying extra for prime chilled 
beef ? The meat ration was originally designed to allow 
higher prices to be charged for better quality. But nowadays 
the doctrine of fair shares has been stretched to mean that 
everybody must be able to buy chilled beef as cheaply as 
ewe mutton or that everybody must do without. 


* * * 
Sellers’ Strike in Silver 


The last ten days have been eventful for the world silver 
markets. On Friday of last week the New York market was 
faced with what amounted to a sellers’ strike. The usual 
Mexican and others sellers in the market refused to part with 
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their silver at the price of 80 cents per ounce that has ruled 
in New York since the last week of October, and asked for the 
privileged domestic price of 90 cents per ounce instead. The 
New York market was apparently unable to deal with this 
situation as it arose ; there was some uncertainty whether an 
increase in the price of silver could be reconciled with the 
Stabilisation Board’s edicts against increases in commodity 
prices. No price was fixed on Friday and no business was 
transacted on that day. After a week-end of study, the sellers 
gained their point. Last Monday, therefore, the New York 
price for imported silver was raised to 90 cents, the figure 
that, by existing legislation, must be paid for domestically 
produced silver sold to the United States Treasury. It 
remains to be seen how long the powerfully entrenched silver 
bloc in the Senate can tolerate a situation in which imported 
silver is quoted at the same price as domestic silver. It may 
be only a matter of weeks before fresh legislation is introduced 
into the new Congress, in the hope of securing another 
increase in the price paid to the highly subsidised and 
protected domestic industry. 


In London the official price fixed by the Bank of England 
was automatically adjusted to the rise in the New York price. 
Since Tuesday it has, therefore, been maintained at 784d. 
per ounce for spot and forward, compared with the previous 
quotation of 7od. There was, however, an awkward hiatus 
on Monday when the official price in London had to be left 
at 70d. pending receipt of news about New York’s second 
thoughts. The incident illustrates the shortcomings of the 
present practice under which London delegates all power of 
initiative in fixing the price of silver to a market that does 
not always respond immediately to the challenge of 
unexpected or out-of-the-way events. 


* x * 


Rise in Free Gold Price 


The rise in the free market price of gold, which set in 
last July, has also gathered momentum recently. The price in 
Beirut, which was still around $383 in the early part of 
December, has now risen over $44 per ounce. Beirut is now 
the principal market ; it is from there that gold makes its way 
throughout the Middle East and begins its perilous journey, 
via the shores of the Persian gulf, to the forbidden markets 
of India. The striking feature of the recent rise in price 
has been the market’s ability to absorb considerable offer- 
ings. The main sources of the increased supply have been 
the so-called “fabricated” South African gold, production 
from the Belgian Congo (sold through the open market in 
Brussels), sales by the Bank of France (which are difficult 
to reconcile with International Monetary Fund regulations) 
and the usual trickles of gold from South American republics. 


_ Against this, however, European demand for gold for hoard- 
ing purposes has increased considerably with the growing 
international tension and the prospect of further inflation and 
currency depreciation. And Communist China, which dis- 
gorged a great deal of gold during the first half of 1950, is 
beginning to show some signs of absorbing the metal again, 
despite import embargoes and compulsion to disclose private 
stocks ; some gold has begun to flow back to the mainland 
through Hongkong and Macao. The rise in demand for gold 
as a hedge against inflation accords oddly with the fact that 
while most other commodity prices have been soaring, the 
official price of gold has necessarily remained stable. 


x * * 


“«C” Licence Vehicles 


_ The noise about the increase in the number of “C” 
licence vehicles and the fears of Labour members of Parlia- 
ment that the growth was undermining the road transport 
provisions of the Transport Act ought to be much dimin- 
ished by the latest figures issued by the Ministry of Trans- 
port. It has been commonly alleged that, in order to avoid 
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‘BARCLAY’S NEW CLERK, 1786’ 


Afier a watercolour now in the Institute of Bankers 


History records that even in 1786 this “ new 


clerk” appeared a little overdressed in _ his 
“embroidered waistcoat reaching nearly down 
to his knees.” It is pleasant to be able to add, 
however, that he “ remained in the house many 


years, and died at a very advanced age, much 


—_- 


respected by his employers.” 


wa 


; Much has changed since 1786, but it is still the 
; : 

i aim of our staff to provide the same high standard 
‘ of personal service which the old private bankers 
e 


offered in the days of ‘‘ Barclay’s New Clerk.” 


BARCLAYS BANK 
rt LIMITED 
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INDUSTRIAL AND COMMERCIAL * 


I.C. F.C. 


FINANCE CORPORATION LTD. 





\ 


Finance for the Private Company 


Rising costs of plant, stocks, and work in 
progress have combined with taxation to set 
new problems for the Private Company in 
raising additional capital or long-term funds. 
To assist sound enterprises in solving such 
problems within the {fimits of today’s priori- 
ties is one of the functions of the I.C.F.C. 
L.C.F.C. operates on commercial principles 
and offers despatch, economy and flexibility 
in method. 


Lull particulars of the facilities offered may 
be oblained from 
The General Manager, The Birmingham Manager, 


7, Draper’s Gardens, 214, Hagley Road, 
London, E.C.2. Edgbaston, Birmingham. 








The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in developing trade with these territories. 
Enquiries are welcome at Head Office and branches. 

A comprehensive banking service is 

available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA \ 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA LIMITED 
Head Office : 26 Bishopsgate, London, E.C.2. 
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BANK OF 
MONTREAL 


(incorporated in Canada in 1817 with Limited Liability.) 





Financial Agents of the 
Government of Canada in London 








The Bank undertakes general banking business and 
with its numerous branches offers special facilities 
in Canada and the United States. 

















Huntly R. Drummond, Esq., Honorary President. 
B. C. Gardner, Esq., M.C., President. 
Louis L. Lang, Esq., C. F. Sise, Esq., Vice-Presidents. 
Gordon R. Ball, Esq., General Manager. 










Head Office: MONTREAL 





and in New York, Chicago and San Francisco. 


London Offices : 
47 Threadneedie Street, E.C.2. 
A. D. Harper, Manager 
9 Waterloo Place, Pall Mall, S.W.1. 
T. E. Roberts, Manager 















OUTSTANDING VALUE 


iN 


LIFE ASSURANCE 


COA ee $36,000,000 
REST AND UNDIVIDED “PROFITS $49,155,000 
ASSETS IN EXCESS OF... —....  $2,000,000,000 


Over 540 branches in Canada covering every province, 
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MARTINS BANK 


LIMITED © 


STATEMENT OF ACCOUNTS, 3ist December, 1950 


LIABILITIES 


Capital paid up .. oo a oes son £4,160,042 
Reserve Fund ... ae 4,260,042 
Current, deposit and other accounts ‘(includ- 

ing Profit and Loss Account)... * 303,741,647 
Acceptances and engagements on account of 

customers ... RR we se sin 29,892,128 


£342,053,859 


—_—— 


ASSETS 


Cash in hand and at Bank of England wes £24,584,821 
Balances with, and cheques in course of collec- 

tion on other banks in the British Isles... 16,732,148 
Money at call and at short notice... one 38,745,251 
Balances with banks abroad ... ose ove 601,777 
Treasury Bills... A os ose sa 52,900,000 
Treasury Deposit Receipts on oan -_ 22,000,000 
Bills discounted wee ink sai aan 3,425,327 
Investments... Ke 74,531,115 
Advances to customers and other accounts . ws 74,809,980 
Trade Investments cas ces oa bbe 427,387 
Bank Premises ... oa 3,403,925 
Liability of customers for acceptances and 

engagements es ste ose éop 29,892,128 


£342,053,859 


LONDON DISTRICT OFFICE : 68 LOMBARD STREET, E.C.3 


HEAD OFFICE: WATER STREET, LIVERPOOL, 2 


ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA, LIMITED 


(incorporated. in the Union of South Africa) 
ANNOUNCES 


for the Information of Shareholders in Companies in 


the Group and the Public that 


AN EXHIBITION OF PHOTOGRAPHS 

ILLUSTRATING THE DEVELOPMENT 

OF THE NEW GOLDFIELD IN THE 

ORANGE FREE STATE, SOUTH AFRICA, 
is to be held at 


THE LIBRARY OF THE CENTRAL HALL, 
WESTMINSTER, LONDON, S.W.1 


from TUESDAY, 16th JANUARY until 
FRIDAY, 19th JANUARY, 1951. 


| 
| 
| 
| 
| 





Admission Free. Open 10 am.—7 p.m. daily. 





Issued by the London Office of the Corporation, 
11, Old Jewry, London, E.C.2. 
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using the services and contributing to the revenue of the 
Road Haulage Executive, many companies have set up their 
own transport fleets of “ C” licensed vehicles. These licences 
are issued without restriction to traders solely for the car- 
riage of their own goods, and the large increase in their 
qumbers has been cited by many political supporters of 
transport nationalisation as a direct cause of the failure of 
the Road Haulage Executive to develop its long-distance 
road haulage business as fast as had been hoped. 


The facts and figures issued by the Ministry of Trans- 

rt last week show in fact that “C” licensed vehicles 
barely compete at all with long-distance traffic. A sample 
survey covering one-sixth of the total number of “ C ” licence 
vehicles in selected areas throughout the country revealed 
that more than 50 per cent were engaged wholly in retail 
delivery and other local work within a radius of 25 miles. 
The survey also showed that 82.4 per cent operated wholly 
within a radius of 40 miles. It is pointed out that a number 
of factors have affected the growth of “C” licences. Retail 
deliveries, for example, which largely stopped during the war, 
were revived ; horse-drawn vehicles have been replaced by 
lorries and vans ; and all kinds of small tradesmen have given 
up their barrows and tricycle carts for light vehicles. The 
introduction of red petrol also led to many applications for 
“C” licences for converted private cars and utility vans. 
The increase in “ C ” licences—708,000 in September, 1950, 
against 487,000 in December, 1947—very largely repre- 
sents the change and expansion of local delivery methods 
and only to a small extent is it the result of any growth of 
private, long-distance traffic. 


*x wt * 
The Strike at St. Pancras 


The unofficial strike of about 1,000 goods workers at 
St. Pancras station is an unpleasant foretaste of the troubles 
that the Transport Commission’s plans for integration are 
already beginning to meet. The men struck because goods 
that used to be sent from London to Glasgow by road are now 
collected and delivered by employees of the Poad Haulage 
Executive and sent by rail from St. Pancras. They say that 
if this practice continues, they are likely to become redun- 
dant, and they are threatening to spread the strike to other 
depots where similar schemes have been introduced. 


There are obviously no grounds for the redundancy argu- 
ment. The traffic concerned did not previously go by rail, 
and the railway goods workers are not being deprived of any 
work that they had before. The National Union of Railway- 
men, to which the strikers belong, is, fortunately, against 
the strike—it has come at a bad moment for them in the 
railway wages enquiry—and they have tried to persuade the 
strikers to return to work, but so far without success. It is 
this sort of baseless and irresponsible action on the part of 
the workers that is perhaps the largest single obstacle to any 
imtegration schemes in the transport industry today. The 
unions were consulted about the new schemes and consented 
to them before they were started ; there was no excuse for 
‘triking. Is it impossible to enforce some measure of 
discipline, some adherence to agreements that have been 
fairly and properly negotiated ? 


& * * 


United States, the Largest Importer 


A major change in the pattern of world trade took place 
950: for the first time in history, the United States 
ousted Britain as the world’s largest importer. Imports into 
the United States (reckoned in U.S. dollars) have been larger 
‘tan imports into Britain in each month since October, 1949, 
“cept last April, and even in that month it is probable that 

tian imports were actually higher than British, since 
Brit in import figures are given on an f.o.b. basis whereas 
Pe imports are shown c.i.f. The prime cause for this 

ange was the devaluation of sterling. 


in J 
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_ The trend in 1950 has been significant. American imports 
in the third quarter (the latest for which figures are available) 
were exceptionally large and there is reason to believe that 
this rate was more or less maintained during the last three 
months of the year In August, imports into the United 
States actually exceeded total exports ; that was an isolated 
example, but the general trend of rising imports +d declining 
exports is unmistakable. For the year 1950 as a whole, 
American imports may well have exceeded $8.5 billion com- 
pared with $6.6 billion in 1949 and $7.1 billion in 1948. 
On the other hand, exports from the United States may 
TRENDS IN BritisH anp U.S. TrRapDE 


(millions of U.S. dollars) 











United Kingdom United States 
Exports | imports | Exports | Imports 
SN Oo ok sche i c cake 6,635 8,375 | 12,653 124 
TE MN cc a 642% | 0425 12,042 é 622 
1950 :-— 
NN Ss a Sd 50% 563 14 
NI eg 45) 509 770 
PSE Ee er re rae 135 62¢ 864 664 
aS 5 vs wha ekbae en ee 1,49: 1,692 é es pi ‘ 
silicic eco lati cheat 
MONE NES aA a 67a 4 ve 436 | 592 | 806 583 
MNES Sct Wik b<n ois Kuk dee Cea 528 | 640 828 659 
MD ea eas ben ove onucec us 510 | 668 | 876 685 
uidaadeilepahosssidoceiehdidaheniesianseil kaiccalesone Sse aackaresinenl 
PUA cckke sks bee cnn 1,474 1,900 2,510 1,927 
MO ie sae i wanes box ocacw 528 631 | 774 709 
NOE aisine ks ced h havi caebes 551 603 761 819 
RN Soap nc Sides coda 506 | (543 910 | 858 
aemesentan- Gemnenennstnesemmnen -aeteanstneereeensenee serene fame susnseesngues jsussuetipemnets —— 
DW ea ini stata 1,585 1,777 2445 | 2,886 
Total—Nine Months.. 4,554 { 5,369 | 7,332 | 6,200 
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have been no higher than $10 billion against $12 billion 
in 1949 and $12.7 billion in 1948. 


It remains to be seen whether this development can be 
regarded as a permanent feature of world trade. The United 
States will no doubt in future be a larger importer and a 
smaller exporter than in the past. But the high rate of 
imports in the past six months has been largely due to 
American stockpiling of raw materials and semi-manufac- 
tures. The United States will remain a large importer as 
long as it maintains a high level of industrial activity, but 
the impact of defence on the present level of output must 
not be minimised. In the past six months large American 
imports have alleviated the dollar problem and have created 
further problems in turn, including a world wide shortage 
of raw materials. 


* . * 


Helping Hand to Germany 


Britain has acceded to the request made by the Organisa- 
tion for European Economic Co-operation to help Germany 
solve its critical deficit with the European Payments Union. 
The Federal German Government has already taken certain 
emergency steps to check the rapid depletion of its foreign 
exchange reserve, but it was recognised by OEEC that 
German measures aione would not be adequate and that 
other member countries must buy more German goods. 
The British Government has thus decided, first to allow 
Germany to extend for a further three months up to 
March 31, 19§1, the six-monthly period for licensing imports 
from Britain and the colonies, and secondly to increase by 
§0 per cent the quotas granted for import of German goods 
in the six months July 31st to December 31, 1950, allowing 
any unfulfilled quotas to be carried forward into 1951. 


This 50 per cent increase is temporary, but it represents 
an addition to any quotas agreed for 1951. British importers, 
it seems, have already placed fairly large contracts for cheap 
German textiles and they are also expected to buy pianos 
(apparently only a few), chemicale and certain metal goods, 
including toys. German sausages, ham and ducks are also 
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said to be on the list of increased quotas, but a proposal 
to send fresh mutton to Britain fell through as the meat did 
not conform to the strict hygiene regulations enforced by 
the Ministry of Health. 


On the face of it, the bargain seems to be rather one-sided. 
During the past six months Germany has been buying large 
quantities of sterling area raw materials, particularly rubber 
and tin, and has not found it unprofitable to build up stocks 
of raw materials. To assist in the financing of these unusually 
heavy purchases, Britain has agreed to import more German 
manufactures. But if the deal enables Britain to get, as 
certain reports have suggested, at least 600,000 tons of steel 
scrap with a possible additional quantity to be agreed later, 
it would de worth the cost. 


* * * 


Castings for Cars 


Since it uses high-purity zinc which is less scarce than 
any other grade, the zinc-alloy die-casting industry is for 
the moment less severely affected by shortage of material 
than are most other direct consumers of zinc. Nevertheless, 
the Ministry of Supply is allocating to the die-casters 15 
per cent less than average deliveries of high-purity zinc in 
the first nine months of last year, and the industry, which 
has recently been using more than that average, has little 
scope for technical economies. It would be impracticable to 
substitute aluminium for zinc while still retaining an alloy 
suitable for use with the industry’s present equipment ; 
in any case, aluminium is no more abundant: than zinc. 
Therefore the full extent of the reduction in zinc will pre- 
sumably be reflected in its supplies to customers—of which 
the most important, taking some 70 per cent of its output, 
is the motor industry. 


The industry has grown considerably since the mid- 
thirties, when it first began to make full use of the improved 
die-casting alloys developed a few years before. These offer 
quick production of fairly intricate shapes that need little 
subsequent machining ; since zinc die-castings became avail- 
able, the motor industry has increased its use of the metal, 
partly at the expense of brass, for radiator grilles, handles, 
and other external fittings often later plated, as well as for 
carburettors, dynamos and other small, intricately-formed 
components. Other important products of the industry are 
electrical fittings including switchboxes and conduits, parts 
of domestic equipment such as wringers and lawnmowers, 
hardware, and light engineering parts such as gears for lathes. 
Most of the items are small, a great majority of them weigh- 
ing less than a pound ; few machines are designed to cast 
products weighing more than 20 lb., and the largest 
currently being turned out is a 17 lb. radiator grille for a 
popular mass-produced car. Die-casting itself is a mass 
production technique ; owing to the fairly high cost of the 
steel dies or moulds, it is seldom worth using for an item 
of which less than five to ten thousand are needed. 


Some 450 firms have die-casting machines, but many of 
them use the equipment only occasionally. Rather more 
than half by number produce entirely for sale, while most 
of the remainder, including several motor component makers 
such as Joseph Lucas, produce the castings for their own 
finished motor parts. In 1938 the industry was using 13,000 
tons of zinc a year, while in 1942 this rose to 52,000 tons ; 
in 1950 the consumption was just over 30,000 tons, of which 
two or three big firms used 3,000 to 5,000 tons apiece, while 
a fringe of nearly 300 used less than 10 tons a year ; in fact, 
some 5 per cent of the die-casters use 80 per cent of the 
total alloys the industry consumes. Their customers, rather 
than die<asting firms themselves, may in coming months 
be seeking substitute materials ; with brass equally short, 
these are not easy to adopt, since plastics may be restricted 
in their soplicability, while cast iron, which cannot be 


formed so accurately and requires considerably more 


machining, is itself scarce. 
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Cotton and Rayon in 1950 


Final figures for the output of the cotton and rayon 
industries in 1950- will not be ready for some weeks, bu 
a estimates for both industries show increases op 
1949. he combined output of continuous filament and 
staple fibre will probably be between 370 and 375 million 
pounds compared with 288.8 million in 1949. In the cotton 
industry, the output of yarn is likely to be between 5 and 6 
per cent higher than last year, when production of single 
cotton, spun rayon and waste yarns was 989.8 million pounds, 
Production of cloth is likely to show an increase of 7 to 8 
per cent above the 1949 total of 2,591 million linear yards. 

uch of this increase is due to the extra 10,000 worker; 
recruited during the year, while the rise in rayon production 
comes from new capacity, Extensions to a number of plants 
were completed during the year and Courtauld’s new plant 
in Northern Ireland, where the American continuous spin- 
ning process is being used, started to come into production 
during the summer. 

It seems unlikely that either industry will maintain its 
present rate of output for long. Supplies of cotton are said 
to be rationed unofficially to the American mills and the 
British mills can hardly escape similar restrictions. Then 
there has been a 15 per cent cut in the allocation of sulphuric 
acid to the rayon industry. It is not clear how far this will 
afiect output, but deliveries of viscose yarn and staple are to 
be reduced by 15 per cent over the first eight months of the 
year. At the same time, the price of utility rayon cloths made 
from continuous filament is to be increased. The Board of 
Trade recently changed its specifications for these cloths and 
instead of laying down the types of construction that the 
weavers could use, has given them freedom to produce what 
cloth they like within the permitted price margin and without 
reducing quality below a certain minimum standard. Price 
margins have been increased by about 124 per cent, partly 
to offset the 12 per cent increase recently made in yarn prices 


and partly to give the weavers scope to improve the quality 
of the cloth. 


* * ® 


The Golden Fleece 


The second half of the wool selling season opened in 
Australia this week and prices rose above the record levels 
reached in December to new fantastic heights. Wool is no 
longer a dear commodity, it is a precious one ; and there is 
little indication that prices might ease to any significant extent 
in the near future. In the next few months not only will 
manufacturers be stocking up to tide themselves over the 
summer months (because this year there will be no large 
offerings from the Joint Organisation’s stocks to help them). 
but the full weight of purchases for defence purposes will 
also be felt. British manufacturers are more than a little 
anxious about consumers’ reactions to prices of finished 
textiles when they reflect—in six or nine months’ time—the 
present high cost of raw wool. People have already been 
stocking up their wardrobes in anticipation of these higher 
prices so that some reduction in consumer demand later on 
is more than probable. 


There is no doubt that a world wool shortage exists. Three 
months ago the International Wool Study Group estimated 
that supplies in the current season would be sufficient to 
maintain consumption only at a level some 10 per cent below 
that reached in the first half of 1950. That is still true. The 
only question is whether prices have already risen sufficiently 
to achieve such a reduction in demand and, if not, how much 
further they must rise. The fact that prices of lower count 
wools have risen much more sharply during the past twelve 
months than those of higher counts shows that manufacturers 
are reducing quality in an attempt to lessen the rise in retail 
prices. In most countries the use of mungo, shoddy, rayon 
and other fibres has also increased steadily in recent months. 
In October, for example, the British wool textile industry 
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We’ve solved some problems in our time! 


TIME—1939 : PROBLEM—the magnetic mine. The 
answer came quickly: sweep with a loop of cable carry- 
ing heavy impulses of direct current, thus generating 
a magnetic field to detonate the mines. But the 
means ? Every available mine-sweeping trawler must 
be fitted at once with batteries capable of enormous 
Cutput—3,000 to 4,000 amperes at 150 to 200 volts. 
That was Chloride’s part of the problem. 


@ The trawlers got their equipment. Car batteries 
by thousands, with new connections hurriedly burned 
in to put the cells in series-parallel, provided each 
ship with a fearsome make-shift battery of 1,134 cells. 
Later, our special 400 volt mine-sweeping batteries, 
designed for the job and produced in very great 
numbers, made sweeping safer and more certain. 
But the magnetic mine, as a decisive weapon of war, 
was already beaten—by brave men and a battery that 
looked like an ‘ electrician’s nightmare.’ 


@ For over 50 years we have been designing & making 
special types of Chloride, Exide and Exide-Ironclad 
Batteries for every branch of industry, transport and 
communications. Our battery research and development 
organisation, the largest & best equipped in this country 
—if not in the world—is at industry’s service always: 


ready at any time to tackle another problem. 


CHLORIDE 


BATTERIES LIMITED 














Makers of Exide Batteries 


EXIDE WORKS © CLIFTON JUNCTION - NR. MANCHESTER 
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Wat is scrap ? It is obsolete machinery, disused 
farming and other equipment. It is the bits and pieces 
left over in making articles from steel. All of it is 
valuable raw material which the steel industry must have 
if our manufacturers and exporters — and our defence 
services — are to meet the country’s needs. 

There is still a lot of scrap not coming back into 
production quickly enough. 

The British Iron and Steel dane mens creas 
Federation appeals now, in | o¢ scrap RETURNED 
the national interest, to all MEANS ANOTHER 
industrialists to speed the | TON OF NEW STEEL 
return of iron and steel scrap 
through scrap merchants who 
ee ol: aedaied tere 
collection however difficult. steel output by 
Steel is serving you well — 3,500,000 tons in the 
now is your chance to help last 3 years. 
steel to help you. 


Improved scrap supplies 





BRITISH IRON AND STEEL FEDERATION 


STEEL HOUSE, TOTHILL STREET, LONDON, S8.W.I 
8.x 
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Incentive 


THE SHAREHOLDERS Of John Laing and Son Limited are 
working members of the firm. Youwill find them driving cranes 
or mechanical shovels, laying bricks or leading a gang, costing 
contracts in detail, managing or directing—active in some way 
as part of the team at home or overseas. 

Not every member is a shareholder. It is a privilege reserved 
for long service, loyalty, ability to lead and to set an example, 

So at key points, from head office to the remotest site, are 
men to whom the firm belongs. That is the finest incentive in 
the world, and the surest guarantee of good work for those 
who entrust their construction to John Laing and Son Limited, 


For speed and efficiency in building and civil engineering 
¥OHN LAING AND SON LIMITED - Established in 1848 
London, Carlisle, Lusaka, Johannesburg 


ery hours to Copy ad Hand 
One hour to Copy 

by Typewriter. 

BUT ONLY TWO MINUTES 


TO COPY BY 





Gut... 





In the field of human labour and man hours alone, the Banda 
is saving tens of thousands of hours of arduous work every 
week. It speeds the flow of commerce . . . its benefits in cash 
saved and increased business efficiency are incalculable. For 
Banda is no ordinary duplicator. It needs no stencils. It uses 
no ink. There is no setting or distribution of type. You just 
type, draw or write, put it on the Banda and turn the handle. 
It’s as simple as that . . . and you can print in seven colours 
in One operation if need be. 


BLOCK & ANDERSON LTD. 


58/60, KENSINGTON CHURCH STREET, LONDON, W4 
Telephone : Western 2531/6. Branches throughout Gt. Britain 
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ysed 9,250,000 Ib of these other materials compared with 
6,000,000 Ib in October, 1949. Yet the consumption of raw 
wool has not declined. The increased use of alternative 
materials has helped the output of wool textiles to expand 
without yielding an economy in the amount of raw wool used. 
As the Commonwealth Economic Committee has pointed out 
‘a its recent survey of world wool consumption,* if defence 
requirements are to be met, a substantial reduction in civilian 
consumption is inevitable. 


* * ® 


Should Mixture Cloths be Labelled ? 


The use of alternative materials in the manufacture 
of wool textiles raises an awkward question of definition— 
at what point does the cloth cease to be wool? The Board 
of Trade regulations have an odd effect that is certainly open 
io commercial exploitation ; it is that any cloth containing 
not less than 1§ per cent of wool comes under the price regu- 
lations for utility woollen goods. Many weavers, including 
most of the firms represented by the Scottish Woollen 
Weavers Association, feel the term “ wool cloth” should 
not be used for mixtures containing less than 90 per cent 
of wool. 

Unfortunately, the term “ wool cloth” has a more precise 
meaning for the public: i.e. cloth that is made of wool and 
of no other fibre. Most of the big retailers, and a number 
of manufacturers, are members of the Retail Trading Stan- 
dards Association, and one of the functions of the association 
is to see that the goods sold by its members are accurately 
described. The Board of Trade has shown some ingenuity 
in wording its orders so that they avoid any definition of 
“wool cloth,” but the RTSA has always maintained that this 
tule of thumb method does, however unintentionally, mis- 
lead the public. When there is so marked a difference 
between the meaning which the public and the trade attach 
to the same term, the solution would appear to be some form 
of descriptive labelling, but it has so far not been possible 
to find a formula which both sides can accept. The effect of 
nearly 20 years’ campaign by the International Wool Secre- 
tariat has spread the impression that mixture cloths are 
of inferior quality to pure wool cloths. This is not 
inevitably true, but it is possible to argue, as the wool 
industry has done, that informative labelling alone does not 
go far enough, since the consumer could still buy a very 
poor quality cloth under the cachet of a pure wool label. 
Labelling regulations which are ostensibly in the interests 
of the consumer can also be used as a protectionist device. 
There are some grounds for believing that the labelling 
regulations introduced in New Zealand, Australia, and South 
Africa had a strongly protectionist colouring and it is only 
recently that representatives of the Wool Textile Delegation 
have induced the authorities in South Africa and New Zea- 
land to change these regulations so that it is easier for British 


‘xporters to comply with them. Talks are still going on 
with the Australieise ep 


For more than two years, a committee of the British 
Standards Institution has been trying to draw up wool stan- 
dards acceptable to producers and consumers alike, and is no 
ore agreement. The Clothing Industry Development 

uncil has the same object in mind in asking the groups 
concerned to submit their views on labelling. Recent state- 
— in Parliament by the President of the Board of Trade 

ve made it clear that there is no prospect of raising the 
mnimum wool content of utility cloths, so retailers will 
probably increase their pressure for a more precise descrip- 
ton of the wool mixtures. The prospects of an agreement 
wth the wool industry are improving. Much of the cloth 
made here is being to meet the local tions in 
“Xport markets and at home, high prices make it easier for 


*“World Consumption of Wool.” HMSO: 5s. (net). 


103 
the Wool Textile Delegation to reassure its more apprehen- 
sive members that descriptive labelling will not lead to a 


Sharp drop in the sale of mixture cloths which some of 
them seem to expect. 


* * * 


Profits in Lombard Street 


_ The discount market unquestionably found good oppor- 
tunities for profit-making in 1950. Unfortunately, its 
experience in that period cannot be traced with any precision 
from available figures—first, because only the “ Big Three ” 
of the nine public companies make up their accounts at the 
end of the calendar year (the remaining accounting dates 
being widely scattered) and, secondly, because published 
discount profits, like those of the banks, are strongly subject 
to inner reserve policy. Each of the three companies shows 
for the year an increase of approximately {£15,000 in its 
published profit, raising the aggregate for the three from 
£747;700 to £793,600. It seems reasonable to assume that 
undisclosed allocations to contingency or other inner reserves 
have been at least as large as in 1949. Chiefly in consequence 
of the substantial conversion operations staged by the 
Treasury during the year, there has been much activity in 
the short bond market, offering good scope to shrewd dealers 
who get quickly off the mark when conditions change. A 
corollary of these operations, however, is that the Treasury 
policy of repaying or converting the shortest bonds before 
their final redemption date must inevitably tend to increase 
the average life of the discount market’s portfolios, and 
thus may dictate some decline in the total of bonds that can 
prudently be held. In these conditions, the longer-term 
prospect for profits from bond business may become less 
favourable ; but for the time being, and especially in view 
of the recent firmness of gilt-edged values, the dominant 
influence has been rapidity of turnover. 


Lombard Street’s bill business—which is by far the greater 
part of the whole but contributes only a small part of the 
profits—has also been greatly extended in the past year, 
thanks to the Treasury’s further switching of its borrowings 
from Treasury deposit receipts (which are allotted direct to 
the banks) to Treasury bills (which mainly pass to the banks 
through the discount market). The total allotment of bills 
to the twelve houses in the market at the weekly tenders in 
1950 was in the region of £6,950 million, an increase of some 
36 per cent on the allotments in 1949 and one of more than 
60 per cent on 1948. The expansion of earnings from bills, 
however, will have been less than proportional: as a technical 
consequence of last year’s standardisation of the life of the 
bills at 91 days, the tiny margin secured by the market 
between the discount earned and the cost of borrowing to 
finance the purchase has been further whittled down. On 
the other hand, during the past year, the discount houses 
have had the full benefit of the further increase, effected just 
before devaluation in 1949, in discount rates on commercial 
bills. 


* * * 


Freight Rates Still Stronger 


After a Christmas lull, the trend of tramp shipping 
freight rates has continued its steep upward curve. When 
business was resumed at the end of the year, rates were 
higher in every section of the market, but charterers were 
still unable to satisfy their requirements in full, and a further 
considerable advance has occurred this week in all trades. 
Black Sea grain cargoes had been taken at the end of the 
year for 75s. a ton, but two ships were fixed this week at 
81s. 3d.; when these grain shipments started in early 
November owners were accepting about 50s. Grain chartering 
from the River Plate to India has advanced by 7s. 6d. a ton 

ly, while rates for grain from the United States to 
India have advanced by as much as 25s. There is a strong 
demand for vessels on time charter, where for the time being 
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the British Government’s chartering ies seem to have 
taken over from the liner companies. Timber Control, 
for example, has fixed a motorship for two round voyages 
to the North Pacific in early February, while charters for 
New Zealand round voyages and for returning via the North 
Pacific for lumber have been arranged at markedly higher 
quotations than before. Forward chartering is also strong, 
one vessel having been fixed for grain from ihe North Pacific 
in March at 150s. a ton, an increase of 25s. 


Focal points of pressure on tonnage appear now to be the 
American North Pacific and Atlantic trades, where charterers 
are bidding high for ships to carry grain, coal and lumber 
to Europe, India, Japan and many other parts of the world. 
It is apparent that they have not yet covered their commit- 
ments. Nor do they seem disposed to await a sign of relief 
in the demand for tonnage ; they recognise that shipments 
of coal and lumber to Europe, in particular, are matters of 
some urgency. Cuban sugar chartering has not been parti- 
cularly active, but ships have had to be taken at 8os. a ton, 
which compares with 57s. 6d. not very long ago. The higher 
rates that are being offered are intended to have, and are 
having, the effect of drawing tonnage off other markets in 
other parts of the world, and already tonnage is becoming 





Jan. Feb. Mar. . May Jun Jul. Aug Sep. Oct. Nov. Dec. 
Source: Chamber of Shipping 





scarce in Far Eastern waters. Ships are beginning to sail in 
ballast to the North Pacific instead of taking cargoes else- 
where from Australia, and an advance of 12s. 6d. a ton to 
92s. 6d., was necessary to induce a vessel to take a cargo 
of flour from Australia to Ceylon. Longer hauls everywhere 
are reducing the carrying capacity of tonnage, and the pre- 
ference of India, for example, for importing grain from the 
Piate and the U.S.A., rather than from Pakistan or even 
Australia, has played a particular part in the rise in freight 
rates. British and other European imports of American coal, 
of course, add to the pressure: a recent typical, but bizarre, 
fixture was that of a small vessel to carry coal from Nigeria 
to the U.K., at 80s. a ton. 


Such influences have caused the pressure to spread into 
every market, and even ore chartering from North Africa, 
which usually is the slowest to respond, has followed suit. 
Two vessels were chartered this week at 45s., which compares 
with about 30s. a month ago and only 19s. at the lowest point 
in 1950. Some commodities are scarcely being shipped at 
all, and British exports are in danger of being held up. 


* * * 
Price or Quantity ? 


The Ministry of Food’s battle with various supplying 
countries on supplies and prices is now in full swing. 
Arduous negotiations with Denmark about this year’s bacon 
prices have been finally brought to a successful conclusion. 
The Danes had asked for a rise of 7} per cent on last year’s 
price (the maximum rise permitted under the long-term 
contract) and Britain offered only a 3i per cent increase. 
Compromise was reached on 5} per cent, and this year 
Britain will pay 229s. a cwt., compared with 217s. in 1950. 
The Prime Minister of Denmark made it clear in his New 
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Year’s speech that the British policy of attempting to hold 
down prices is having serious repercussions on the econo. 
mies of supplying countries. 

The fact that these higher prices have been secured by 
producers is no reflection on the negotiating powers of the 
Ministry. It is indeed something that the Ministry has x 
last realised that the world is in the throes of inflation, and 
that supplies can be obtained only if realistic prices are paid 
for them. Farm costs in Denmark, and in other countries, 
too, have risen since devaluation because most of the feeding. 
stuffs have to be purchased from non-sterling countries, and 
if agricultural output is to be sustained at a high level, farmers 
must be offered a return which at least covers their costs. 
It is not a question of paying inflated prices to secure some 
small addition to supplies ; it is a question of paying sufficien: 
to secure a steady expansion in output. The British offered 
the Dutch last summer a price for eggs which was lower 
than the pre-devaluation price. The Dutch refused and, 
despite the existence of a long-term contract, no Dutch egg; 
have since been sent to Britain. 


But the lines of the Ministry’s agreement with Denmark 
offer no guide to its bargaining with other countries. No 
agreement has been reached with Canada over bacon exports 
for this year because Britain offered only 29 cents a |b. for 
a quantity of 130 million lb.—as in 1950. Last year the 
Canadian Government paid a subsidy of 34 cents a lb. to 
bring the price up to the minimum of 324 cents a |b guaran- 
teed to the Canadian farmer. This year Canada is no longer 
willing to pay such a subsidy, particularly as Canadian hog 
prices have often been higher than 32} cents a lb. Britain, 
according to report, refused to pay a cent more than last 
year, though if it were to make to Canada the same offer of 
a 54 per cent increase as it did to Denmark—raising the 
price from 29 cents to 314 cents a lb.—the Canadian Govern- 
ment might perhaps have been prepared to find the 
remaining cent. 


Prospects for 1951 thus seem far from bright. Rations 
may be reduced rather than increased and, even so, either 
the cost of the food subsidies or the retail price of certain 
foodstuffs must be raised. The latter is the more proper 
course and perhaps more likely. The index of retail prices 
is at long last reflecting, in its own modest fashion, the rise 
in world commodity prices. It rose by one point in Novem- 
ber, for the second successive month, to 116 (June, 1947 
100), compared with 114 in June, and 113 at the beginning 
of 1950. The four points conceded by the TUC are almost 
used up. 

* * * 


International Bank More Active 


The International Bank for Reconstruction and Develop- 
ment is now taking up the role that was originally intendec 
for it. It is becoming one of the major channels for the export 
of capital from the United States. In 1950 it granted sixteen 
loans of a total value of $219,145,000—the largest amount lor 
a single year since the Bank’s big “ reconstruction ” loans ( 
war-devastated European countries in 1947. The projects 
for the past year included loans to Colombia, India, Mexico 
and Brazil for power development, to Iraq for flood control, 
to Turkey for harbour development and grain storage fac!- 
lities, to Uruguay for power and telephone facilities, © 
Ethiopia for road construction and to iland for railway 
and port development and for irrigation. The largest loa 
of the year was the $100 million loan to Australia to assist 
in the large capital programme involved in the Common- 
wealth’s ambitious immigration scheme. Besides providing 
capital, the Bank has played a useful role in giving technical 
assistance; it has given its expert advice on the establishment 
of the Industrial Development Bank of Turkey and the Agt'- 
cultural and Industrial t Bank of Ethiopia and 


has helped in the flotation of a local bond issue in El Salvador, 
which was designed to mobilise the domestic capital required 
for the construction of a local hydro-electric project. 
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The loans granted by the Bank now exceed $1 billion. 


Its operations are marked by considerable conservatism ; the 
motto of the Bank is still that propounded by a former Presi- 
dent, Mr McCloy: “ We are not in the stop-gap business.” 
This caution and adherence to sound banking principles are 
made necessary by the Bank’s dependence on private 
‘avestors for the resources it makes available to borrowers. 


Since its inception the Bank has raised $250 million through 
the sale of bonds to investors in the United States and the 
equivalent of about $10 million in Swiss francs through bond 
issues in Switzerland. 


* * *® 


The Week in Commodities 


Once again the general run of commodity prices during 
the past week has been upwards. Rubber became 11d. a 
lb. dearer under the pressure of Russian buying and closed 
on Wednesday at 5s. 4d. a lb. Russia apparently fears—and 
not without cause—that some form of international allocation 
will be instituted shortly that would drastically reduce the 


CoMMODITY PRICES 
| 1949 | 1950 1951 
Commodity and Unit = | ae | Rh oe Prense a 
a | Dec. | Jan. 3 | Jan. 10 


| i 1 


16} | 227 | 2463 | 246%! 246% 





; 
Wheat (cents per bushel)... | 216§ 2 | 223, 
Maize (cents per bushel)... 131 148 144 1603 | 172} | 177@ | 178 
Suga, Coban (cents per ib) | 4-38 | 4-30 | 5-85 | 5-30 | 5-35 | 5-45 | 5-65 
Cotton US middling (cents | j 
par thh. «..ccasunaniaiien | 31-43 | 54-64 | 42-0 | 43-76 | 44-15 | 44-62 | 44-88 
Wool, 56's (d. per Ib ..... & | gl | 148 | 163 | 167 | ... | 202 
aim | 114 | 130 | 158%! 180 | 200 | 200 | 200 
jute (f per ton) ....sse0e. |} 115 | 220 | U2 | 112 | 120 | 122 | 129 
6 pr ton) os eieees | 5994 | 6003 | 811) |1,17) |1,1574 | 1,574 | 1,262} 
pper, electrolytic (cents i | | } 
or i coecvee | 1805 | 225 | 24-50] 24-5 | 26-5 | 24-5 | 24-5 
ents per ID.).....00. | 9-875 | 15-0 | 17-5 | 17-5 | 17-5 | 17-5 | 17-5 
Tungsten (s. per unit)...., | 92°50 }226-9 | 235-0 | 265-0 | 387-5 | 407% | 440 
ilver ({ per 76 1b.) .. | 263 16} 24 | SIF | 42h |lClC48 | 58) 
| ' | 
nseed oil (cents per Ib.).. | 17-2 | 17-9 | 17-6 | 16-4 | 18-7 | 18-2 | 20-0 
Castor oil, naked, firsts (¢ | { | { 
per ton) ee | 96 | 390 | 246 | 353 | 188 | 210 | 220 
jung oil (f per ton)....... 220 180 210 | 205 | 230 | a. 280 
RE OM co ene 320 | 237$ | 325 | 320 | 400 | 412) | 392} 
ber, KOS spot (d. per | ' | 
Py serpersest. 15 24 | 45) | 69) | 65 | 83 64 
Tallow {cents per Ib.) ..... 6 | 4% 12 | 1 163 | 163 | #1 
Nee: Monthly prices taken at last day of the month except those for wool which 


monthly averages. 


quantity of rubber available to it. Tin rose by £105 to £1,262 
@ton. Tungsten has continued its sharp rise and is now 
4408. per unit against 265s. at the end of November. Sugar, 
too, has been rising steadily despite the prospects of a record 
world crop. Britain bought 11,000 tons from Puerto Rico at 
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5-§§ cents a lb. and 5,000 tons from Cuba at the same price ; 
by Wednesday the Cuban price had risen to 5-65 cents a Ib. 
Wool prices have again jumped and crossbreds (56’s) were 
quoted this week at 202d. a Ib. against an average of 167d. 
for December. Jute, too, has risen sharply, from £122 a ton 
to £129, while linseed oil, castor oil and tung oil have all 
become appreciably dearer. 


Shellac is the only commodity to show a decline during 
the past week. The official quotations for copper and zinc 
remained unchanged, but the price of electrolytic zinc rose 
by 2 cent to 19 cents a lb. Now that stockpile purchases 
of zinc are to be suspended for the next six months, some 
weakening in the grey market price must be expected. 


Shorter Notes 


The latest Bank return reveals that the fiduciary issue has 
been reduced from £1,375 million to its pre-Christmas level 
of £1,350 million ; in the last two weeks nearly £44 million 
of notes have returned from active circulation, compared 
with just over £41 million in the first two weeks of 1950. 
The Bank return also shows that small ERP allotments 
granted before the suspension of Marshall Aid are still being 
shunted through H.M. Treasury Special Account. 


* 


_The first deliveries of crude oil from the new Arabian 
pipe-line have reached the Anglo-American Oil Company’s 
Fawley refinery. This pipe-line, which links the Abquaiq 
oilfield in Saudi Arabia with a newly-built port south of 
Sidon, more than 1,000 miles away, has a present capacity 
of 300,000 barrels of crude a day. Its ultimate capacity will 
be 100 million barrels a year (nearly 15 million tons). This 
is equivalent to the capacity of 65 tankers, and its use will 
eee increase the amount of tanker capacity avail- 
able. 


* 


A considerable proportion of hydrochloric acid, of which 
supplies are now being restricted by manufacturers, is pro- 
duced by treating common salt with sulphuric acid ; this 
latest industrial scarcity is thus another consequence of the 
shortage of sulphur. The acid is used in industry almost as 
diversely as is sulphuric, though in smaller quantities, but in 
engineering and metal-using industries, where its major use 
is for cleaning metals, its scarcity is unlikely to limit produc- 
tion; that has already been done by shortages of metals 
themselves. 
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Statistical Summary 


EXCHEQUER RETURNS 


Fo: the 6 days ended January 6, 1951, 
total ordinary revenue was £101,165,000, 
against ordinary expenditure of £50,551,000 
and issues to sinking funds £592,000. Thus, 
including sinking fund allocations of 
£13,063,000 the surplus accrued since April 
Ist is £104,041,000 compared with a surplus 
of £33,705,000 for the corresponding period 
a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts mto the 


i Exchequer 

i ({ thousand) _ ; 

| Esti- [aor 1 |Aprit 1] Week | 6 days 
Revenue | mate p ; 

| 


> 1949 950 | ended | ended 
|1950-5 to | to Jan. | Jan 
Jan. 7,| Jan. 6,] 7, 6, 

£000 1950 | 1951 | 1950 | 1951 


RD, EVENUE 


Income Tax...... | 1388000] 625,967, 592,55 63,829) 44,601 
ee | 120,000] 54,400; 59,100) 6,100) 8,500 
Estate, etc., Duties | 195,000] 147,000, 139,950} 3,600)! 3,400 
GRAMS. . wae cscce | 50,000) 39,600 40,260 700, 800 
Profits Tax ....}. | 979 qf 208,660 210,820 8,500) 9,800 
IPE. iwe nausea rot 31,800, 9,350 ... | 200 
Other Inland Rev. | 00 80) lg... 20 
SpecialContributn.| 4,500} 17,400) 3,980 00) 80 





Total Inland Rev. 2028000 1124907105592] 83,029 67,401 


Customs......... | 870,650] 629,144, 687,76 18,974 
Excise ..cesesece | 713,150] 550,900) 537,600 00} 5,200 
Total Customs and | 

Excise ....000- 1585800 1160044 1225364 21,414) 24,174 


Motor Duties.....| 56,000) 20,873, 21,404 7,970| 7,001 
Surplus War Stores) 35,000} 67,489 35,932 : 546 
Surpl!'sfromTradg.| 85,000) 42,991) 41,909... | one 








P.O. (Net Receipts) ove ove cee 
Wireless Licences.| 15,000 8,1 8,650... pe 
Sundry Receipts..| 27,000) 12,395, 20,858 45, 1,219 
Miscelt. Receipts 

(in. Crown Lands)| 70,000) 65,125, 64,735 84 


Total Ord. Rev... |3897800)2502015|24747701113594 101165 
Sevr-BaLtancinc —— i | 


Post Office. ...... . | 172,150] 121,600 130,700 ie 3,000 
Te 





Income Tax on, 2 


E.P.T. Refunds.| 5,700 9,556) 6,6 \ 
ab ne ‘407565026 3317112612124 158661104177 

















ssues out of the Exchequer 
to meet payments 
({ thousand) - 


| Esti- . : . 
: mate, JApril 1,April 1] Week | 6 days 
Expenditure 1950-51] 1949 | 1950 ended | ended 


to Jan. Jan. 
Jan. 6,} 7, 6, 
1951 | 1950 | 1951 














RD. EXPENDITURE i 1 
Int. & Man. of Nat. 
DOME. 6 oss sciks | 490,000] 349,295, 556,878 2,296] 8,484 
Payments to N.) j 
MRS cases <5 27,412 27, 1,7 1,922 


| 36, 
Other Cons. Funds 11, 9,318) 


WE 56.56 pends 531, 
Supply Services .. |291806 37,800 


Total Ord. Expd.. 345506 
Sinking Funds ... son 












Total fexcl. Self- 
Bal. Expd.).... 345506 


45,620 51,143 








Total fincl. Self- 





47,892) 54,155 


After increasing Exchequer balances by 
£1,391,894 to £5,066,827, the other operations 
for the six days increased the gross National 
Debt by £42,658,000 to £26,463 million. 


NET RECEIPTS (f£ thousand) 








Land Settlement (Facilities) Acts, 1919 and 1921 . 9 
Tithe Act, 1956, 8 26... cies s cs cccsvcnnece 240 
Suez Canal Shares drawn and paid off .........-.. 186 
435 
NET ISSUES (£ thousand) 

Taterest outside Permanent Debt charge ........ 318 
P.O. and Telegraph (Money) Acts, 1948 and 1950... 300 
Ree Serene y ere ry yyy + Maa SS 15 
Export Guarantees Act, 1949, s. 3(2) .......--..- 35 
Local Authorities Loans Act, 1945, s. 1)........ 4,100 

Overseas Resources Development Act, 1948, 
s. 17(1) : Overseas Food .........++.-++-+++- 30 

Miscellaneous Financial Provisions Act, 1946, 
s. 2(1) War Damage: Board of Trade ..... --+- 4,000 
Finance Acts, 1946 and 1947: Post-war Credits.. 339 
6,407 








CHANGES IN DEBT (¢ thousand) 
Receipts PAYMENTS 
Tax Reserve Certs. 10,823 Treasury Bills .... 36,619 
Ways & Means Ad 24% Def. Bonds... 230 


















































TROON oc ccecss 10,710 3%, Def. Bonds.... 420 
3% Ter. Annuities. 1,389 
Other Debt :-— 
Internal ....... 533 
Treasury Deposits. 25,000 
21,533 64,191 


_——— 


FLOATING DEBT 


é million 














Creasur) 


Ways & Means 
Bills 


Advance: 





Diute 












~ | BK of ing 
Tender; Ta; | Public | Eng- Debt 
Depts. | iand 












2990-0) 1949- ° 
4.975°9 451-0 eos 


Oct. 7) 5150-0)| 1820-0] 467°6 20% 
» 44)3140-0) 1789-4] 469-9 e 
» 21]3160-0| 2077-8) 490-2 ee 
» 28 2041-1] 471-3 


3170- 


w 

_ 

oe 

© 
oooc oo 


Nov 4 1885-7] 353°3 
» 41)5180-0) 1897-3) 374-3] 0-5 
, 1813190-0}] 1968-7] 372-5 oe 
25 1950-0} 390+9 . 








U} 1956- 
5240-0} 1951- 
1939- 


om 


TREASURY BILLS 


( million 


6 
Oct. 6 | 250-U | S12-5 | 250-1 10 3°23 i4 
» 13 | 260-0 | 319°4] 260-0] 10 3-25 76 
. 20 | 250-0 | 332-3 | 250-0] 10 2°94 66 
. 27 | 250-9 | 335°8 | 250-1 10 (2-98 65 
Nov. 3 | 250-0 | 547-1 | 250-u 10 2°70 60 
10 | 250-0 | 318-4 | 250-0 10 317 72 


0} 325-6 | 250-0] 10 313 69 
“0 | 310-6 | 260-0] 10 &% 19 


u | 347-5 | 250-0] 10 2-74 60 
0 | 328-8 260°0 | 10 3-09 72 
“0 | 314-6 | 260-0] 10 4-55 49 
0} W1-7 | 230-0] 10 2-95 67 
) | W2-4 | 250-0] 10 3-50 82 


an. 5 1240-0 | 301-4 | 230-01 10 3-35 70 


On January 5th applications for 91 day bills to be paid 
from January 8 to January 13, 1951, were accepted dated 
Monday to Saturday as to about 70 per cent at £99 17s. 5d., 
and applications at higher prices were accepted in full. 
Treasury Bills to a maximum of £230 million are being 
offered for January 12th. For the week ending January 
13th the banks will not be asked for Treasury deposits. 


NATIONAL SAVINGS 
(4 thousand) 


r > Total 
Week Ended pr. 1 to 
Dec. 31, | Dec. 30, | Dec. 30, 


1949 1950 1950 















puta beeeaeneees 750 | 1,100 
Repayments ............ 1,150 | 
Net Savings .....c06s0-. 
Defence Bonds :— 
ree 
Repayments ...........- 


Met Savings ......055... 
P.O. and Trustee Savings 










Banks :— 
UR icdins veae'nsesss 10,255 10,484 
Repayments ............ 15,605 14,851 
Net Savings ............ 


Total Net Savings......... 
Taterest on certificates repaid 
Interest accrued 


717 Dril0646 
253] 21,856 

94,121 
— 38,381 








BANK OF 


ENGLAND 


RETURNS 


JANUARY 10, 1951 


ISSUE DEPARTMENT 


! 


Notes Issued:- 


f 
Govt. Debt... 11,015.10 


InCirculation 1514,045,568 | Other Govt. 


In Bankg. De- 


partmeat ... 36,311,255 





1350, 356,823 


Securities ... 1334,215,107 
Other Secs... . 754,854 
oin (other 
than gold)... 4,014,929 
ana Fi... 
| Issue ....... 350,000,009 


Gold Coin and 
Bullion (at 
248s. per oz. 
GR vii vans 556,82 


} 1350, 356.82 


BANKING DEPARTMENT 


H.M. Treas. 


Special Acct, 2,357,714 


Other Deps.:- 382,242,357 


f } { 
Capital ..... 14,553,000 | Govt. Secs.... 358,991.44! 
Rest,.....+06 5,641,872 | Other Secs.:- 45,081,722 
Public Deps.:- 21,016,166 | Discounts and 

Public Accts.* 18,658,452 Advances... — 241,366,198 


Securities.... 24,715.59 


Bankers..... 297,399,605 ‘\ Notes........ 36,311,25 
Other Acets... 84,842,752 |Coin......... 1,968,977 





421,453,395 421,453,395 
* Including Exchequer, Savings Banks, Commissioner o 
National Debt and Dividead Accounts 


COMPARATIVE ANALYSIS 


4 millon 


ssue Dept. :— 
Notes in circulation..... 
Notes in banking depart- 
GONE oy cccddkcccvcsnd 
Government debt and 
securities® ..... 
Other securities 
= ane DSS ieGe x cae 
alued at s. ne Of... 
Banking Deel 
Deposits :— 
Public Accounts ........ 
Treasury Special Account 
Bankers ..... iin aecees 
Others........ Je hen'e ove 
BE vis conse bua sevene 
Securities :— 
Government....... 
Discounts, etc 
Other 


eee ew weee 
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112-2} 85-0 87-4 848 
535°7 414-3 421-4 405°5 
482-5) 364: 
23-2! 29: 
23-1, 19 
“8 413- 


* Government debt is £11,015,100, capital £14,555,00 
Fiduciary issue reduced from {£1,375 million to {1,5 
million oa January 10, 1951. 


GOLD AND SILVER 


The Bank of England’s official: buying price for gol! 
has remained at 248s. Od. per fine ounce since Septem 
19, 1949. Spot cash prices during last week wer & 


SILVER 


London |New York Bombay 
ounce per ounce per 100 tolas 
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Company Notes 


Turner and Newell.—Every particular in 
the Turner and Newall report is as remark~- 
able as the increase in group trading profits 
from {7,737,870 to £9,551,092. This com- 
rany has long been recognised as a most 
eficient and strong organisation and stock- 
holders are now getting a moderately in- 
~reased reward after years of patience. 
Despite labour and material shortages, the 
group was able to meet a very high level of 
demand for asbestos products and the end 
of petrol rationing substantially increased the 
demand for “Ferodo” linings. Lack of 
cutable asbestos fibres gaused some difficulty 
‘n the asbestos building materials branch. 


A cautious reserve policy has again been 
pursued + £2,400,000, against £2,370,000 is 
appropriated to reserves, of which £1,000,000, 
against £500,000, is allocated to replacement 
eserves. Even, on the most stringent calcula- 
son, excluding all ear-marked reserves from 
earnings, the increased ordinary dividend of 
17} per cent and the anniversary bonus of 
2! per cent is amply covered by earnings of 
63.2 per cent. 

Years to September 30, 


1949 1950 
£ £ 
; nsolidated carnings’— 
Trading profits ....seeeeeeee 7,737,870 9,551,092 
Total PROGE .. ss ccreccceses 7,923,013 9,779,590 
ents. «sss > ouweenee cee 3,574,585 4,193,552 
Depreciation, @tc. .....+-.44 1,175,006 1,594,395 
p earnings for ord. sthk...... 747,435 965,032 
: (52-8%) (63-2%) 
Path cc's i cccsessbeevandses ° 440,435 587,247 
(15%) (20%) 
lo reserves and carry forward 2,742,678 2,623,372 
ns. balance sheet analysis:— 
xed assets, less depreciation 7,303,166 7,801,410 
Net current assets..........+. 17,379,505 21,679,105 
Quick ” agsets...cccscscees 15,644,723 19,089,684 
Ne ceeic Riss eebataevivks 7,969,615 10,250,497 
DEMIR, 5... icasecuekeden 16,479,150 20,904,184 
Ordinary capital ........6005 5,538,609 5,338,609 


{] ordinary stock at 85s. 74d.xd yields £4 13s. per cent. 


The financial strength of the company is 
indeed impressive. Capital and revenue 
reserves Of nearly £19.1 million compare 
with an ordinary capital of £5.3 million. The 
greater volume of stocks held and the in- 
creased price of raw materials have made the 
book value of stocks higher by nearly £2.3 
million to £10,250,497. “ Quick” assets of 
£ 19,089,684, against £15,644,723, represent 
45.7 per cent of total assets. 


Demand for the company’s. products will 
be further stimulated by defence require- 
ments in the current year. The maximum 
output obtainable from the available supplies 
of raw asbestos is forecast by the chairman ; 
but costs continue to rise and raw asbestos 


wupplies are not as adequate as the company 
would like. 


_ The chairman warns shareholders that the 
mcreased volume of production may not 
necessarily be reflected in higher profits. Such 
é Warming will be heeded, but shareholders 
wil hot expect it to affect the maintenance 
et a 20 per cent dividend and some will still 
hope for 2 little more. 


j Carreras.—For @ period of rising manu- 
PP Br. and distributive costs and of higher 
= Prices, the increase in group net profits of 
“meras Ltd. from £1,178,045 to £1,428,504 


Years to October 31, 


1949 1950 
¢ nsolidated carnings:— £ t 
ba Profit after all charges.... 1,206,232 1,526,074 
Tanatinn PTO wees esse eeene 1,178,045 1,428,504 
Gonp eeEs?s sas ues ascnes. 1,257,970 1,536,116 
earnings for ord. sth... ... 1,136,215 1,395,410 
Pai (41-6%) — (51-3%) 
sd ewig cg he. veesmeecs ag 736,158 
Sel i, 5% 
‘reserves and group e/f....... o0, 867 (rede 


‘l“A” Ordinary stock at £5 16s. 3d. yields £6 per cent. 


uaenee The dividend of 35 per cent 
has ah, and “B” ordinary stock, which 
aintas Paid since 1945, is comfortably 
“intained for earnings have risen from 41.6 


per cent to 51.2 per cent. Retentions by sub- 
sidiary companies appear to be of the order 
of £225,000, against £200,000. 


Reserves have been further strengthened 
by the allocation of £96,785 to general 
reserves, raising the total to £1,000,000. The 
need for providing adequate sums from 
revenue to maintain fixed capital as costs 
continue to rise is recognised by the transfer 
of £119,279 to a fixed assets replacement 
reserve. Tobacco shares are among the 
Budget risks, but unless demand is reduced 
by further taxation on tobacco, Carreras 
results in the current year should not be less 
encouraging than in 1949-50. 


Burniey Building Society.—The Burnley 
Building Society has marked its centenary 
year with a rise in shareholders’ accounts by 
nearly £3.5 million to £20.4 million. Surplus 
fund investments and cash at £3.8 million 
represent over 12 per cent. of the total assets 
of £29.6 million. Mortgage advances totalling 
£6,793,404 were made during 1950; there 
are 41,424 mortgages outstanding for 
£25.6 million compared with 39,723 mort- 
gages for {22.9 million a year earlier. 


Hadfields Ltd.—Group net profit, after 
all charges including taxation, has fallen in 
the year ended September 30, 1950, from 
£332,092 to £221,546. Taxation absorbed 
£104,638 (£115,498). Net profit includes 
profits on ordnance contracts and Iron and 
Steel Prices Fund claims both in respect of 
previous years amounting to £124,948 
(£161,206). The ordinary dividend is main- 
tained at 174 per cent., which absorbs 
£103,778. 


Life Assurance 


Last year’s new life assurance business cf 
a further twelve leading offices has been pub- 
lished since last week’s issue of The 
Economist went to press and the figures are 
tabulated below in £ million: 


i 
Office | 1938 | 1947 | 1948 | 1949 1950 


{ 
DD ina én cee 
BENG. 55.0 same deeves | 
Caledonian......... | 
General Life ....... | 
Life Ass. of Scotland | 
Mercantile & General 
National Farmers... 
PUNE ives secaduess 
Prudential ......... 
Royal Exchange.... 
Scottish Equitable.. 
Scottish Widows’... | 
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| __| 67-5 (148-5 [140-7 [143-6 [150-7 
* Approximation. 
(a) Excluding group life and pension business. The total 
new business was: 1947 £99-7 million, 1948 £91-3 million, 
1949 {88-4 million, 1950 not yet available. 














Aggregate net new sums assured of the 54 
offices were £554.9 million in 1950 compared 
with £505.9 million in 1949, £483.6 million 
in 1948 and £485.5 million in 1947. Including 
the United Kingdom new business of Com- 
monwealth offices, the last year’s total may 
well exceed £600 million. The overseas new 
business of the British insurance companies, 
mainly transacted in the Colonies and Com- 
monwealth countries, amounts to about 10 
per cent. of the total and over one-half is 
written by the Prudential (£30.5 million in 
1950 compared with £27.8 million in 1949). 


In any of the last three years the post war 
boom in new life assurance business might 
have been expected to tail off: there is more 
reason this year to expect it to continue. 
Excellent as the 1950 new business figures 
are, the annual increase in the life funds, 
which reflects not only new income but also 
claims, surrenders and annuity payments, is 
a better measure of the growth of the offices. 
The rate of increase may have been slowed 
down last year by rather higher outgoings. 


YIELDS 


Ss | Price, | Price, 
British Funds Jan. 3, Jan. 10,| 
1951 195] 


War Bonds 2}%,.. 
Aug. 1, 1949-51... 


i } 
War Bonds 24%... 101 ‘1014, 
Mar. 1, 1951-53. i 
War Bonds 2}%.. | 101% 101% 


Mar. 1, 1952-54.. 

Exchequer Stk. 2}°%/ 101 . 1018 
Feb. 15, 1955....| 

War Bonds 2}%...| 103 |102% 


Aug. 15, 1954-56. i xd 
Funding 23% ..... 102% | 102} 
June 15, 1952-57. 
Nat. Defence 3% ..| 103} | 103} 
July 15, 1954-58 xd i xd 


i 
War Loan 3%.... | 1044 104% 
Oct. 15, 1955-59 ‘| 





Savings Bonds 3% .| 101} 100} 
Aug. 15, 1955-65.| | xd 
Funding 2$%......| 994 | 99% 
April 15, 1956-61. 
Funding 3%..... ..| 94 | 994 | 
April 15, 1959-69. | | 
Funding 3%....... 99% | 99% | 
Aug. 1, 1966-68. . xd | xd | 
Funding 4%....... 107% 1073 
May 1, 1960-90 .. 
Savings Bonds 3% . 


98H | 98% 
Sept. 1, 1960-70. . 








Savings Bonds 24%} 94 943 | 
May 1, 1964-67 .. 

Victory Bonds 4%.} 1098 | 1093 | 
Sept. 1, 1920-76. . 

Savings Bonds 3%.| 96% (95jxd 
Aug. 15, 1965-75.| i 

Consols 4% ....... | 1028xd) 102jxd! 
(after Feb. 1, 1957)| 

Conversion 34% 963 963 


(after Apr. 1, 1961) 
Treasury Stk. 24%.} 70} 71} 
(after Apr. 1, 1975) 
Treasury Stk. 3%.. 
_ (after Apr. 5, 1966) 
Treasury Stk. 33%.| 1024} 
June 15, 1977-80. 
Redemp. Stk. 3%..| 91 92} 
| 
| 





Oct. 1986-96 .... 

War Loan 3$%....| 943 943 
(after Dec. 1, 1952 

Consols 23% ...... 70jxd| 71} 

Brit. Elect. 3% Gtd.| 97 | 974 
April 1, 1968-73. . 

Brit. Elect. 3% Gtd.| 963 | 96% 
Mar. 15, 1974-77. | 

Brit. Elect. 34% Gtd.| 103} | 1033 
Nov. 15, 1976-79. 

Brit. Tpt. 3% Gtd..| 91g | 9148 
July 1, 1978-88... 

Brit. Tpt. 3% Gtd..| 96% | 97% 


April 1, 1968-73.. 
Brit. Gas Gtd. 3%. | 91g | 9148 
__ May 1, 1990-95.. | 
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(e) To earliest date. (f) Flat yield. 
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SECURITY PRICES AND 


| Gross 
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(kh) Flat yield given above. If 


re- 


deemed, in 1952 net redemption yield £530, gross £6 17 9, 


(}) To latest date. 
allowing for tax at 9s. in £. 
13 years 10 months. 








| Price, | Price, 


(n) Net yields are calculated after 
*Assumed average life 


Last Two Yield, 
Dividends | Ordinary (| Jan. 3, Jan. 10, Jan. 10, 
a —' Stecks | 1951 195] 1951 
(a) (b) {(c) | : 
60 ¢ 20 a jAnglo-Am. 10/-| 6} | 7% 14 0 8 
25 6b 5 a Anglo-lIran. {1 .| Si. & 5 9 1 
10 b 5 a Assoc. Elec: £1) 83/9 | 83/9 311 8 
Tha 20 6 Assoc. P.Cem, {1} 88/9 86/103 6 5 3 
40 ¢ 35 ¢ Austin 5/-..... | 28/6 27/9 6 6 2 
t5 a 20 6 ‘Bass {1 .......145/7}xd)146/3xd' 3 8 St 
40 c 10 a Boots 5/-......| 48/6 48/- +, 3:8 
8 ¢ 10 ¢ Br. Celanese 10/-| 23/6 | 24/9 4 010 
12 6 8 a'Br.Oxygen{1l..}; 89/6 90/6 | 4 8 5 
5 a@ hb \Coats, £1......| 55/+ 58/6 | 4 5 6 
5 b 2a \Courtaulds {1..| 38/6 | 39/9 | 315 6 
20 ¢ 6a 'Distillers 4/- ...; 19/3xd' 19/9xdi 4 1 0 
8 ¢ §& c¢{|DormanLong {1 31/9 | 31/3 |5 2 5 
15 e 15 ¢ \Dunlop/l.....| 54/9 S5/- 15 9 1 
10 ¢ 10 ¢jFord{1..... 46/5 | 48/9 |4 2 ] 
17}c Thc \Gen. Elect. {1..| 81/3 | 82/6 | 4 410 
ll a 21 b ‘Guinness {1....|130/7$ 134/44 415 3 
15 a 17} Hawker Sid. 5/~/32/ljxd 32,6xd' 5 0 0 
7 b 3 a jimp. Chem. {1 .| 42/6 43,6 4lill 
18$6 1344 Imp. Tobacco £1104/4$ | 105/7}, 6 1 2 
5 a@ 1$6 Lanes. Cotton £1) 40/-xd) 41/-xd) 4.17 7 
10 ¢ 10 ciLever{l........ 41/3 | 41/10}; 415 6 
15 ¢ 15 cjLon. Brick £{1..; 56/3 | 57/6 5 4 4 
4b 8 a P&O Def. {1..) 54/- 57/ 4 4 3 
45 b 15 a Marks&Sp.A5/-, 82/ $3/6 | 311 10 
1746 7$a'P. Johnson 10/ .| 39/-xc 37/6xd 613 4 
#5 6 +5 a\‘Shell” Stk. {1.) 76/3 | 77/6 | 211 7 
124¢ 6 a St&LloydsDi.f1| 56/-xd' 56/-xd) 4 9 3 
l2ha 1246 Tubelnvst.{1. 6% 6 140 0 
8 ¢ 8 c¢ Union Castle £1) 36/- 39/- | 42 1 
12he 17}¢|U.SuaBetong {1 50/- | 55/- |6 7 3 
3$a 1646 \T. & Newall £1.) 82/6xd) 86/3xd) 4 12 9 
446 2a \Vickers {1..... | 36/6 35/6 | 316 0 
2746 15 a@ |Woolworth 5/- .' 43/9 | 45/6 | 516 lim 


a) Interim. 


(b) Final. (ce) Whole year. {(d) Interim paid 


half-yearly. (¢) Special dividend, yield basis 77}%. { Free 


of Tax. (m) Yield basis 35%. 
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COMPANY MEETINGS 


MARTINS BANK, LIMITED 


CONTINUED PROGRESS—INCREASED PROFIT 


DISINFLATION THE RESPONSIBILITY OF GOVERNMENT 
AND CITIZENS 


STATEMENT OF MR A. HAROLD BIBBY, D.S.O., D.L. 


The one hundred and twentieth annual 
general meeting of mebers of Martins Bank 
Limited will be held at Head Office, Liver- 
pool, on February 13th. 


In his statement circulated to members, 
the chairman, Mr A. Harold Bibby, D.S.O., 
D.L., writes: — 


During the year changes have taken place 
both on the general board and local boards 
of the bank. 


It is my sad duty to refer to the passing 
in November last of Mr J. H. B. Forster, 
D.L. He had served on the General and 
North Eastern boards for 25 years and had 
been chairman of the latter board since 1936, 
His great knowledge of industry in the north- 
east was of inestimable value to the bank 
and we greatly deplore the loss. 


Mr E. R. Bowring, who has served with 
distinction on the General board since 1936 
and has been a deputy chairman since 1947, 
has reluctantly found it necessary to resign 
on his removal from Liverpool to London. 
I am happy to say that we shall not lose the 
benefit of his wise counsel as he has accepted 
a seat on the London board. 


Mr T. H. Naylor has succeeded him as a 
deputy chairman. 


Owing to advancing years Mr H. M. 
Walton has indicated that he is not seeking 
re-election at the forthcoming annual meet- 
ing. His association with the General and 
Manchester boards extends over a period of 
some thirty years and the directors record 
their high appreciation of his valued and 
unremitting services. 


Mr J. A. Holt, M.B.E., has been elected 
to a seat on the General board. Mr Holt 
is chairman of the old-established Liverpool 
business of John Holt and Company (Liver- 
pool) Limited and we are glad to have his 
assistance. 

We are also pleased to welcome to our 
deliberations Sir William Gray, Bart., D.L., 
who is closely identified with the shipbuild- 
ing industry, being chairman of William 
Gray and Company Limited, of West 
Hartlepool. He has served on our North 
Eastern board since 1940 and has recently 
accepted the chairmanship of that board. 


I also record with pleasure that the Hon. 
Angus D. Campbell, C.B.E., who comes to 
us from the Manchester board with a high 
reputation, has joined the General board. 


Mr P. Woodhouse has recently retired 
from the Manchester board. He joined that 
board in September, 1938, after signal ser- 
vice with the bank and its predecessors in 
the Manchester area in an executive capacity, 
a total service of fiftry-nine years. We regret 
the loss of his valued co-operation. 


Mr W. D’Arcy Madden, Air Vice-Marshal 
G. H. Ambler, C.B., C.B.E., A.F.C., D.L., 
and Mr P. H. Muirhead have been elected 
to the Manchester, Leeds and North Eastern 
boards, respectively. They have extensive 
interests and their advice will be of great 
value to their colleagues. These appoint- 
ments will maintain the high standard of our 
local boards, upon the merits of which we 
lay much stress, not only from the bank’s 
standpoint, but also from the advantages 
accruing to customers throughout the 
country. 


CHIEF EXECUTIVE OFFICERS 


During the year Mr James McKendrick, 
the chief executive officer of the bank, retired 
after an arduous and distinguished career 
extending through fifty years. Mr C. J 
Verity, hitherto deputy chief general mana- 
ger, has succeeded him as chief general 
manager and has been appointed to a seat 
on the London board. Mr M. Conacher, 
formerly a joint general manager, has been 
made deputy chief general manager. Both 
have held many positions of responsibility 
and, having spent the whole of their careers 
with the bank, have wide experience of the 
bank’s affairs. 


PROGRESS OF THE BANK 


I trust that the balance sheet and accounts 
will afford shareholders the satisfaction my 
fellow directors and I feel in the continued 
progress of the bank. 


Net profit for the year is £732,895, which 
is £7,725 higher than the previous year due 
to further expansion in our business generally. 
_ After paying the dividend of 15 per cent. 
it is proposed to make the following ailoca- 
tions :— 

Reserve for contingencies ... 

Premises redemption 


£250,000 
£125,000 

As I mentioned last year, provision for 
pensions has, in conformity with the general 
practice of banks, been made before arriving 
at the net profit. A further sum of £169,000 
has been allocated from internal reserves to 
place the contributory pension fund upon 
the sound actuarial basis recommended in the 
quinquennial valuation submitted during the 
past year. This, I am sure, will give the 
greatest satisfaction to our staff in securing 
their future pensions without any additional 
call being made on them. 


Customers’ funds and other accounts now 
stand at £303,348,987, which is a small re- 
duction on last year’s figures. 


Advances at £74,809,980 are £6,141,410 
more than twelve months ago. 


Resultant changes in other assets are to 
be noted in the comparative figures given in 
the balance sheet. The ratio of our more 
liquid assets to deposits stands at 52.3 per 
cent., a high figure compared with a little 
more than a ago and reflects the 
nation’s floating debt carried substantially in 
the combined figures of the British banks. 


Constant vigilance and a loyal regard 
primarily to the nation’s interests rather than 
to forced profit-making must be, and is, the 
watchword of the board and the executive 
officers of the bank. Disinflation (not to 
be confused with deflation) is the responsi- 
bility of government and citizens alike. 


The increase in advances is spread over 
all the fields of industry, nemmanns and 
agriculture and amongst the largest borrowers 
are some of the nationalised bodies. The 
banker has an onerous task in combining an 
anti-inflationary policy with the carrying of 
much of the risk attached to the greatly 
advanced cost of many of the primary 
commodities, caused by world-wide condi- 
uons including the Korean events, and this 
is daily brought home to us. 
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The past year has, by elimination 9, 
partial elimination of some of the Wartime 
commodity-purchase controls, opened ;h. 
door again to more enterprising buying an, 
merchanting and has entailed new calls upon 
us for finance, not infrequently from cys. 
tomers of long standing whose former finay. 
cial status has been jeopardised by heavy 
death duties, or from others who by reason 
of high taxation have not been able to build 
up their capital requirements to meet curren: 
needs. Old direct connections of our cys. 
tomers have been re-established and new one 
vigorously sought ; and practical experience 
dormant over a decade has had to be re. 
born and quickened at a precarious junctyre 
Here I pay tribute to the good work bein: 
done by the Government’s Export Credit. 
ages in facilitating exports by sharing 
risks. 


Our programme of steady expansion of 
branch representation throughout the country 
is subject to the limiting factor of obtaining 
building licences. 

The executor and trustee departments 
situated in the various districts of the bank 
continue to render their invaluable services 
and on an ever increasing scale as the many 
advantages of a corporate body in a fiduciar; 
capacity become a matter of general know- 
ledge and acceptance. 


The growing work of our foreign branche; 
is again a subject of comment and congratu- 
lation and I take this opportunity of recom- 
mending them to our. friends needing advice 
on matters relating to international trade and 
finance or on foreign travel, 


STAFF APPRECIATION 


From many contacts with branch managers 
and other members of the staff, I can speak 
with knowledge of their high quality and 
keenness for the good and advancement ot 
the bank. I notice, with pleasure, that many 
are taking advanced courses of study and so 
reaping the advantage of the offer of a sub- 
stantial contribution from the bank toward 
their expenses. 


ECONOMIC PROBLEMS 


The serious occurrences in Korea con- 
founded much of the hope the earlier part 
of 1950 seemed to hold for the mitigation o 
some of the graver economic problems facing 
Europe, this country and elsewhere and we 
must be eternally grateful that our ally, the 
U.S.A., grasped the Korean situation with 
the same resolute vigour and determination 
she has previously shown in her efforts to 
resuscitate the world. 


_ Once more there is another twist to the 
inflationary spiral and methods of keeping 
it in some sort of control are exercising every- 
one’s attention. 


Surely the basic truth, which has been 
stated so many times in varying degrees ot 
emphasis, must be appreciated by all except 
these who apparently refuse to face up 
the realities of the position. Wealth cannot 
be created just by taking off the ticket on 2 
pair of shoes valued at £2 and substituting 
one marked £3. 


Similarly in the world of salaries and wages 
it is no possible solution to give an addition! 
increase unless there is a corresponding 10- 
crease in production. This, in the majorits 
of cases, can be done without any increase 
in hours, by stepping up the output per hour, 
by giving full y to the ever growins 
mechanisation industry and by greater 
personal effort by each and every individu 


It is no solution for one section of te 
community which feels that it may be lagg:5 
behind other sections to claim and secure 4" 
advance, as this merely gives a very (m- 
porary easement by putting that section 
slightly ahead of their fellows who at o°-* 
make a claim to restore the previous posite” 
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This method of advancement is short-lived 
for, when generally applied, it merely raises 
che costs of the goods or services and up goes 
the cost of living once more for everyone. 


he fallacy that must be exposed is that 
tll employment can be guaranteed by 
spreading the job out over as many hands as 
sossible and over as long a period as pos- 
sible. To carry full employment to its logical 
-onclusion in the face of diminishing foreign 
orders for shipbuilding, machinery, textiles 
and the multiplicity of our products would 
mean direction and the movement from one 
area to another of labour to such an unpala- 
table degree as to be politically inexpedient 
whilst any spark of freedom pervades our 
constitution. I doubt whether all the impli- 
cations are fully realised by the many who 
only see the advantages but close their eyes 
‘o the inevitable disruption in the private 
lives of others and maybe their own, 


RESTRAINT IN WAGE CLAIMS 


In my annual report to shareholders last 
year, I ventured the belief that these pro- 
blems of inflationary effects and high costs 
of production could be overcome given cer- 
tain co-operation and I commend to all the 
closing sentence in the Economic Survey for 
1950, presented by the former Chancellor of 
the Exchequer to Parliament in March last, 
as follows : — 

“Reasonable restraint in our personal 
claims upon production, increased efficiency 
and lower costs in industry, the elimination 
of all waste in the private and public sectors 
of our economy alike, afe the necessary price 
wih which to attain our objectives of 
economic independence and improved stan- 
dards of living.” 

The new Chancellor has reiterated this 
statement of his predecessor with a plea for 
a general understanding in industry, and in 
the country generally, of the need for modera- 
fon in income claims, for a willingness to 
see the other man’s point of view and an 
appreciation that the pursuit of purely sec- 
tonal interests in an irresponsible manner 
without regard to the effects on the rest of 
the country can be disastrous. 


This demand for continued restraint may 
appear to have lost some of its force in view 
of the almost spectacular improvement in the 
gold and dollar reserve position of the sterling 
area, This improvement is the outstandingly 
welcome feature of the year that has closed, 
but it should be remembered that the major 
contribution to betterment of the sterling 
group came from outside the United King- 
dom, from the areas such as-Malaya which 
have proved potent earners of dollars. If 
we here can preen ourselves it is on the 
Suoyancy of our so-called invisible earnings, 


the importance of which tends to be over- 
looked 


INVESTING ABROAD 


It is of particular significance that the im- 
provement in our external sterling position 
should have come about by larger earnings 
‘om rubber, tin, wool, and such commodi- 
“es, because these reflect the pioneer work 
‘1D overseas investment done by this country 
the past. Our sacrifices in two great wars 
dave rendered us incapable for the time being 
investing overseas on the former scale, 
- 2 1s essential that the lead in this respect 
7 d be taken by the one country capable 
: assuming the role, namely, the United 
salts. I am glad to note that a sense of 
“AS responsibility is very evident both in the 
vonouncements and policy of the leaders of 

{ great country. 


GREATER PRODUCTIVITY NEEDED 


7 
a Nevertheless, I must conclude by reiterat- 
alan’, COMviction that the persistence of 
‘a ton, world-wide in its incidence, is an 
‘sion for the gravest disquiet and it can- 


not be t00 strongly emphasised that with 
continued high demand, intensified as it is 
by the requirements of rearmament, the 
remedy is greater and still greater produc- 
tivity hand in hand with careful productive 
spending. In this country the national pro- 
duction had increased by 9 per cent. up to 
September last compared with the previous 
year, and this factor combined with the wide 
support given by the Trades Union Congress 
to the policy of wage restraint affords con- 
siderable satisfaction as a demonstration that 
higher reward can only follow on higher 
effort. 

The urgent need for greater productivity 
raises in acute form the problem of the 
supply of the necessary capital for trade and 
industry. I have already alluded to the in- 
creasing demands for working capital, de- 
mands of immediate concern to the banker, 
but the requirements for fixed capital are 
equally insistent. It is computed that each 
new arrival in Australia sets up a capital 
requirement of £1,000 and I cannot believe 
that the corresponding figure in this country 
for capital per worker is much less. Our 
living standards are in direct relation to our 
capital resources, and these must be main- 
tained, developed and expanded out of the 
savings of the community. Can one doubt 
that the growth of capital is in surer hands 
when private thrift is encouraged and private 
enterprise carefully fostered ? 


BASS, RATCLIFF AND 
GRETTON, LIMITED 


64TH ANNUAL GENERAL MEETING 


The sixty-fourth annual general meeting 
of the ordinary stockholders of Bass, Ratcliff 
and Gretton Limited was held today at the 
registered offices of the company, High Street, 
Burton-on-Trent. 

Mr C. A. Ball (deputy chairman) presided, 
and the following members of the board were 
also present: —The Rt. Hon. Lord Gretton, 
O.B.E., Mr A. G. Manners, Mr W. P., 
Manners, and Mr P. D. Manners, with Mr 
I. D. Pugh (secretary), and Mr I. M. Taylor, 
representing Messrs Whinney, Smith and 
Whinney (auditors). 

The secretary read the notice convening 
the meeting and the auditors’ report. 

The deputy chairman, in moving the 
adoption of the directors’ report and balance 
sheet for the year, said: — 

It is with regret I have to apologise for 
the absence of our chairman today, who is 
unfortunately indisposed. 

I have to submit for your consideration, 
and adoption, the report of your directors, 
together with the audited balance sheet and 
statement of accounts, for the year ended 
September 30, 1950. 

ese were sent to you on December 
12th, and have, therefore, been in your hands 
for the statutory period, and with your 
agreement, I propose to take them as read. 

You will have noticed in the accounts, a 
taxation credit of £126,000, and which is 
explained in your directors’ report; as this 
item is of an exceptional nature, we have 
transferred it to the contingency reserve. 

The improved results for the year enable 
us to recommend an increased payment of 
1 per cent. tax free on the ordinary bonus 

aid last year, and of which you will no doubt 
be pleased to approve. 


RISING COSTS 


Rising costs still continue adversely to 
affect the additional revenue obtained from 
increased sales. 

At the conclusion of the ordinary busi- 
ness, we propose to submit to you a special 
resolution to alter the Articles of Associa- 
tion as regards the qualifying holding of a 
director, and which is also explained in your 
directors’ report. 
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I am sure that stockholders will join with 
the board in thanking all those members 
of the executive staff and other personnel, 
who, in their various occupations, have con- 
unued their loyal and efficient service to our 
group. 

_£ now propose that the report of the 
directors, and the balance sheet for the year 
ended September 30th last, be adopted ; that 
the half-yearly dividends paid on December 
31, 1949, and June 30th last, on the 5 per 
cent. preference stock of the company, and 
the interim dividend of 5 per cent. on jhe 
ordinary stock paid on June 17th last, be 
approved ; and that a final dividend be and 
is hereby declared, of 15 per cent., and a 
bonus of 5 per cent. on the ordinary stock, 
making with the interim dividend of 5 per 
cent. paid on June 17th last, a total dividend 
of 25 per cent. for the year, all free of tax, 
such final dividend and bonus to be payable 
on or after January 17, 1951. 

Lord Gretton seconded the resolution, 
which was carried unanimously. 


RETIRING DIRECTORS RE-ELECTED 


The retiring directors were re-elected— 
Mr Arthur Manners, on the motion of Mr 
C. A. Ball, seconded by Lord Gretton ; Mr. 
W. P. Manners, on the proposition of Mr 
S. C. Robotham, seconded by Mr R. I. 
Tooby. 

The remuneration of the auditors, Messrs. 
Whinney, Smith and Whinney, was voted on 
the proposal of Mr E. C. Walters, seconded 
by Mr F. Hanson. 

At the conclusion of the ordinary business 
of the meeting, a special resolution altering 
the company’s Articles of Association, by 
substituting £200 for £2,000 ordinary stock, 
as the qualification of a director, was sub- 
mitted to the meeting, on the motion of Lord 
Gretton, seconded by Mr A. G. Manners, 
and passed unanimously. 


CASTLEFIELD (KLANG) 
RUBBER ESTATE 


DIVIDEND OF 15 PER CENT. 


The forty-fourth annual general meeting 
of this Company was held on January 4th at 
Asia House, Lime Street, E.C. 

Mr Jack Addinselil, the chairman, after 
paying tribute to the courage and loyalty of 
the Estate staffs, said in the course of his 
statement : — 

Although the full effect of the rise in prices 
was not felt in the year under review, the 
profit, excluding rehabilitation and before 
deduction of tawation, was £77,357, which is 
very gratifying considering the conditions 
under which our estates have had to operate. 
To cover taxation on the year’s profit 
£38,392 is set aside. 

Having regard to the programme of re- 
placement and modernisation, we appropriate 
£10,000 to general reserve. For replanting, 
and upkeep of replantings, we transfer £7,500 
to Replanting Reserve. During the current 
year we are replanting only 78 acres, with 
24 acres of old rubber accidentally burnt out, 
but we expect to undertake approximately 
150 acres next year. Yield per acre will 
attain increasing importance when the price 
of our commodity falls, and we cannot expect 
it to remain for long at the present very high 
level. The competition of synthetic must 
be a constant reminder of the necessity for 
improved yields and competitive costs. 

For the current year a crop of 3,332,000 
Ibs. has been budgeted for but the output 
is to date running rather below the estimate. 
We must expect costs to rise as a result of a 
further increase in labour rates and in prices 
of materials. There is also the prospective 
increase in the export duty. There is there- 
fore obvious need for prudence, but your 
directors feel justified in rec ing a 
dividend of 15 per cent. for the year. 





wee eg SN 
‘ 


EES 


in he ecco ne 


119 


MALAYAN TIN 
DREDGING, LIMITED 


SOUTHERN MALAYAN 
TIN DREDGING, LIMITED 


MR H. ASHWORTH HOPE ON 
SOCIALIST POLICIES 


The adjourned annual general meetings of 
these companies were held on January 10th 
in London. 

The following are extracts from the state- 
ments of the chairman, Mr H. Ashworth 
Hope, circulated to shareholders: 


MALAYAN TIN DREDGING, LIMITED 


Why should 10d. have been considered 
good enough for Malaya when the price fixed 
by Ceylon was ls. 6d. and every pound was 
eagerly purchased? In 1945 and 1946 Malaya 
produced 412,000 tons of rubber and had 
that country been paid only ls. 6d. per Ib. 
as was paid for Ceylon rubber, its producers 
would have received an additional 
£30,000,000. It is problematical just how 
much the Socialist Government lost between 
1945-1949 by selling rubber to the U.S.A. 
at prices bearing no relationship to those 
America charged us for her surplus com- 
modities. 


SOUTHERN MALAYAN TIN DREDGING, LIMITED 


Malayan and U.K. taxation together 
amount to 240 per cent. or nearly 24 times 
the amount received by shareholders. 

There would appear to be at least four 
policies the Socialist Government intend to 
carry out if again returned to power, each 
and all of which directly and adversely affect 
our group of companies and the tin industry 
as a whole: 1, Another capital levy; 2, 
statutory limitation of dividend ; 3, a “curb 
on profits”; 4, more nationalisation—a red 
light to the tin mining companies. 

Regarding a capital levy, Sir Stafford 
Cripps gave a solemn undertaking in Parlia- 
ment that the levy he then proposed would 
be a “once for all” levy. With regard to 
statutory limitation of dividend, Mr Calligan, 
Parliamentary Secretary to the Admiralty, 
has recently urged that shareholders should 
be compelled to have their dividends limited 
by law. 

With regard to “curb on profits,” Mr 
Griffiths accepted a composite resolution 
at Margate, on behalf of the Party 
Executive, which spoke of “high profits 
received by employers,” carrying the implica- 
tion that these profits were responsible for 
the high prices. Why did not Mr Griffiths 
at once state the truth by pointing out it is 
not high profits that cause high prices, but 
that high profits are the result of the: for- 
tuitous rise in the price of commodities? 


SINGAPORE AND FEDERATION OF MALAYA 


At a time so fraught with menace to our 
country, useless, unreasonable, unpatriotic, 
strikes should be suppressed by the Govern- 
ment, as this virus of indiscipline and lack 
of responsibility could easily, by example, 
spread to Malaya. 

Private enterprise free from irritating 
and unnecessary interference by governments 
both British and Malayan, will be the salva- 
tion of Malaya in the future. 

There are still serious doubts concerning 
the ambiguous “ assurances” given by Mr 
Attlee as to how long the British will remain 
in Malaya. : 

What is required is a clear and unequivocal 
statement by the Prime Minister mot 

soenly that Malaya is and will remain a 
tected country as long as the treaties endure, 
“but that Singapore is and will remain a 


British colony, and there Is no question of 


withdrawing from either. 
The reports were adopted, 


SUNGEI BESI MINES 
AND 


AYER HITAM TIN 
DREDGING 


MR G. W. SIMMS’ STATEMENT 


The adjourned annual general meetings of 
these companies were held on January 10th, 
at 73, Cheapside, London, E.C. 

The following are extracts from t-e state- 
ments of the chairman, Mr G. W. Simms, 
circulated to shareholders: 

The Secretary-General of the United 
Nations, in accordance with the provisions of 
the Havana Charter, convened a United 
Nations’ Conference on October 25, 1950, to 
discuss a commodity control agreement on 
tin. 

The leader of the British Colonial and De- 
pendent Territories delegation referred to 
the dangers that might result from unem- 
ployment in consequence of a surplus of pro- 
duction in tin-producing countries and 
stated that the scheme was calculated to 
bring stability to the tin industry. As far as 
Malaya is concerned, this is in direct con- 
flict with the facts established by experience 
under the last restriction scheme. The 
labour force employed in the Malayan 
mining industry varies with production, 


RESTRICTION AND UNEMPLOYMENT 


In Malaya the sale and transfer of quota 
which was permitted under the last restric- 
tion scheme was a direct incentive to the 
mine owner to close down, dismiss his labour 
force and sell his quota. It created a condi- 
tion of affairs where one party was paid for 
not producing tin while the other party, by 
reason of the purchase price for quota, 
accepted what is equivalent to a lower price 
for his product. Price fluctuations were also 
greater during restriction than before it. 

The estimates of production and consump- 
tion formulated by the Statistical Committee 
of the International Tin Study Group show 
an estimated surplus of production over 
consumption of 45,000 tons, 55,000 tons and 
59,000 tons for the years 1950, 1951 and 
1952. 

There is no hope of any significant in- 
crease in terms of world production for some 
time to come. The possibility of a material 
increase in production from the Malayan tin 
industry can be ruled out and it is unlikely 
that production there will exceed 62,000 tons 
in 1951 and 65,000 tons in 1952. 


WORLD CONSUMPTION 


World tin consumption for commercial 
purposes in 1950 is unlikely to be far short 
of world production and during the last 
quarter of the year it has been running at a 
rate in excess of production. Looking further 
ahead it is of interest to consider the popu- 
lation figures and tin consumption per head 
for important countries. Generally speaking, 
the greater the degree of industrialisation the 
greater the tin consumption per head. The 
natural increase in population should result 
in a substantial increase in the consumptive 
demand. 

As regards the future, it is much easier to 
visualise a material increase in the consump- 
tive demand for tin than a material increase 
in its production. The most urgent problem 
before the tin industry is that of under-pro- 
duction not over-production. Tin, like any 
other commodity, is subject to competition 
from possible substitutes and if it is to hold 
its own the tin-producing countries would be 
well advised now to concentrate on develop- 
ing their tin resources and increasing produc- 
tion to meet the demand. 


The reports were adopted, 
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BANGRIN TIN DREDGING 
COMPANY, LIMITED 


WAR DAMAGE SETTLEMENT 


The adjourned thirtieth annual gener! 
meeting of the Bangrin Tin Dredging Com. 
pany, Limited was held in London on 
January 8th, Mr Kenneth O. Hunter, th: 
chairman, presiding. ee, 

The following is an extract from his circy- 
lated statement for the year 1949:— 

After making the usual provisions for de. 
preciation of dredges, plant and equipmen: 
and amortisation, £50,832 is carried ty 
Eastern revenue account. After adding 
interest, etc., received in London and deduct. 
ing expenditure, we are left with a balance 
of £61,328 representing the profit for the 
year 1949 before providing for taxation. The 
relative estimated charge for profits tax and 
income tax is £36,654 and tax on deprecia- 
tion and amortisation, etc., in excess of 
allowances for taxation takes a further £4,717 
making £41,371. 

Addressing the meeting the chairman said 
that he was very glad to be able to report 
that he had received the following communi- 
cation from the Foreign Office via the work- 
ing committee:—“I have been informed by 
telephone from the Foreign Office this morn- 
ing that the exchange of notes with the 
Siamese Government has been completed 
and the claims have been finally agreed. [: 
is expected that machinery will shortly be 
set up to deal with the distribution of the 
awards to be made.” He did not think that 
they were likely to receive all that they had 
claimed but he thought it would be a fair 
amount and that they would receive it before 
the stockholders met again. 

The report was adopted and the proposed 
final dividend of 5 per cent., making 8 per 
cent, for the year, was approved. 


SIAMESE TIN SYNDICATE, 
LIMITED 


DIVIDEND 25 PER CENT 


The adjourned forty-third annual genera! 
meeting of the Siamese Tin Syndicate, 
Limited was held in London on January 8th, 
Mr Kenneth O. Hunter, the chairman, pre- 
siding. 

The following is an extract from his cirou- 
lated statement for the year 1949:— 


Three more dredges were in operation. 
This resulted in increasing the output of tin 
ore from 921 tons in 1948 to 1,445 tons in 
1949. After adding to the net revenue in 
the East, interest, etc., received in London 
and deducting expenditure, we are left with 
a balance of £94,183, representing the profit 
for the year 1949 before providing for taxa- 
tion. The relative charge for taxation on 
the profits for the year is £61,700 and on 
depreciation, etc., in excess of allowances for 
taxation £3,580, making a total of £65,280. 


Addressing the meeting the chairman said 
that he was very glad to be able to report 
that he had received the following communi- 
cation from the Foreign Office via the work- 
ing committee: —“ I have been informed by 
telephone from the Foreign Office this morn- 
ing that the exchange of notes with the 
Siamese Government has been completed and 
the claims have been finally agreed. It 8 
expected that machinery will shortly be sct 
up to deal with the distribution of the awards 
to be made.” He did not think that they 
were likely to receive all that they had claimed 
but he thought it would be a fair amount 
and that they would receive it before the 
stockholders met again during, he hoped, the 
summer. 


The report was adopted and the proposed 
final dividend of 5 per cent., making 25 9° 
cent. for the year, was appro 
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HT, LEVIS AND KAHN, 
HEC" "LIMITED 


WIDESPREAD IMPROVEMENT 


The twenty-fifth annual general meeting of 
this company was held on January 9th in 
London, Mr. Walter Fletcher, C.B.E., M.P. 
(the chairman), presiding. 

The following is an extract from his 
speech : — s 

As I ventured to point out to you last year, 
; change for the better had then taken place, 
and this has resulted in a very considerable 
improvement in the figures now before you. 
This applies not only to the profits made 
by the parent company and its subsidiaries 
and associates but to the expansion of the 
volume of trade in rubber and other com- 
modities and articles in which we deal. The 
trading profit. less losses for this year, is 
(241,930, compared to the trading loss of 
the previous vear of £23,613. We have, as 
a result of these improved figures, thought 
fit to bring up to date the payments due to 
preference suxckholders and to reinstate the 
annual redemption of the normal percentage 
of the preference stock. 


INCREASED SHARE OF FACTORY BUSINESS 


The improvement in trading was wide- 
spread. At home we have increased, through 
the strenuous efforts of our market squad, 
our share in the home and foreign factory 
business. In France which has been con- 
spicuously succe:sful, Alcan and Company 
remains easily the leading distributing agent 
for raw rubber, latex and sole crépe, to which 
they have added rubber chemicals and other 
closely allied lines. 

In the United States there has been a good 
deal of tightening up and reorganising. The 
jute importing business of our American sub- 
sidiary has expanded on satisfactory lines, 
and is starting to operate in certain European 
countries. 

In the Far East our Singapore subsidiary 
had had to contend with the added worries 
arising from banditry and the Communist 
effort, yet it has managed to maintain a lead- 
ing position as a shipper 


CURRENT YEAR’S TRADING RESULTS 


You will, no doubt, wish me to say some- 
thing about trading results since the date of 
the balance sheet. The steady, though some- 
times sharp rise in the price of rubber, and 
the feverish movements of the last month 
or two, affect the meichant trader quite 
differently from the producer. They certainly 
provide good opportunities, but the great 
premiums that we have seen paid on spot or 
near rubber, as against rubber for forward 
delivery, are not healthy signs. Nevertheless, 
using as much prudence as possible, the 
results are a good deal l[ctter than 
those of last year and we hope will continue 
so for the rest of the financial year. 

_ We feel that the policy of trying to estab- 
lish a steady and regular profitable business 
is preferable to the vast profits that correct 
judgment of a rapidly moving market may 
provide at one moment, but which are so 

‘en prone to melt away with something 
added to them at the next. Many schemes 
that are put forward to deal with the in- 
Hauonary effects of the rise in price of 
important prim commodities, including 
tubber, would, if adopted, inevitably affect 
the future of this business, but businesses 
established in the main markets of origin and 
consumption have always found a place 
where their services are needed and rewarded 
m all the varying circumstances of peace and 
Wat. I am confident that we shall adapt our 
world organisation to whatever circumstances 


We may have to face. 
he wt chairman, addressing the meeting, said 
dent a Pleased to state that an interim divi- 


0 t., : > 
commer ae cent., was being paid for the 


Teport and accounts were adopted. 


CHARTERHOUSE 
INVESTMENT TRUST 


25 YEARS OF GROWTH 


The twenty-sixth annual general meeting 
of this company will be held on January 
31st in London. 

The following is an extract from the review 
by the chairman, Mr H. Nutcombe Hume, 
C.B.E., M.C., circulated with the report and 
accounts for the year to November 11, 1950: 

The accounts represent the culmination of 
25 years’ work. The Trust started with an 
initial capital of £300,000 and now controls 
a group, the total resources of which in 
capital and reserves attributable to the Trust, 
amount to approximately £2,411,000. The 
Trust has paid a dividend in every year 
since its inception and including the dividend 
now recommended will have distributed in 
the aggregate 1693 per cent. to the holders of 
its Ordinary stock. 

It is with great pleasure that we present yet 
another satisfactory record of ‘-ading and are 
able to recommend the maintenance of our 
dividend at the same rate as for the past four 
years. Our reserves have been increased, in 
the aggregate. by £32,786 and the current 
worth of the assets is substantially above 
their book value. 

If we are allowed to carry on our business 
without interference and if foolish, or even 
deliberate, political policies do not further 
injure or destroy the capitalistic system which 
has served this country so well, I see no 
reason why the next 25 years should not 
witness a growth of our group of companies 
comparable with that which I am able to 
report today. 

Despite the inherent difficulties of the 
times our Finance Corporation has again ren- 
dered a good account of itself «id has ob- 
tained its full share of such issue business as 
has been available. Our Industrial Develop- 
ment Company has had another successful 
year. 

Its investments, amounting to over £34 
millions, are now spread over more than fifty 
companies. 


MENACE OF DEATH DUTIES 


Britain’s aptitude for colonisation derives 
in very large measure from the willingness 
of its people to adventure and their skilful 
use of capital for the development of more 
backward countries. The smaller units of 
production and employment are the backbone 
of the trade of this country ; their flexibility 
and their preparedness to take risks, coupled 
with a relationship between management and 
employee based on affection and loyalty, are 
an asset the country cannot afford to lose. 
The present system of taxation, however, is, 
in fact, doing this very disservice to us all. 
The private company is in course of being 
destroyed. Not only is the splendid habit of 
building up out of retained profits rendered 
impossible by Income and Profits Tax, but 
the very fabric of these concerns is being torn 
to pieces by death duties. 

When the proprietors of a concern have 
tried their best to attract outside capital and 
failed, their enthusiasm for development turns 
into a desire to cut down and become liquid. 
Nobody should be more concerned to see 
this process reversed than the employees and 
their trade unions. 

As to the outlook, the Finance Corporation 
has completed three issues since our year 
closed and has at least eight more good o- 
fitable deals under active negotiation. 
portfolio of investments we believe to be 
sound, and the holdings in the 50 or more 
companies in which the Industrial Develop- 
ment Company has an interest are worth con- 
siderably more than the figure at which they 
stand. But over all hangs the awful spectre 
of world political failure and instability. 
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LAKE GEORGE MINING 
CORPORATION, LIMITED 


LARGER OPERATING PROFIT 
SIR GODFREY FELL’S REVIEW 


The fourteenth annual gereral meeting of 
this company was held on January 9th in 
London, Sir Godfrev Fell, K C.LE., C.S.L, 
O.B.E., the chairman, presiding. 

The following is an extract from his 
address, circulated with the report and 
accounts for the year to June 30, 1950: 

The group operating profit at £498,813 
was £173,970 more than in the previous year, 
when operations suffered owing to prolonged 
strikes. After writing off preliminary ex- 
penses and share capital reduction expenses, 
providing for the interim dividend and for 
the proposed final dividend, making a total 
distribution of 2s. per share, less tax at 9s. 
in the £, the amount carried forward, 
£85,954, is £6,435 more than last year. 

Diamond drilling to a total of 2,239 feet 
was Carried out on the surface, while a further 
7,079 feet were completed underground for 
the purpose of geological investigation, 
delineating and sampling the ore-bodies, and 
for engineering and other purposes. 

In a recent letter, Mr W. H. Tyler, the 
general manager, comments as follows on the 
subject of “ gossans ”: “I would like to draw 
your attention particularly to the section on 
gossans in the report accompanying the 
regional geological map. These outcrops 
are very widespread and we are really dealing 
with a region of base-metal deposition and 
not with isolated occurrences of lead-zinc- 
copper lode. This region extends to the 
south and north, and we now have a large 
afea protected which we hope to survey in 
the next field season. In such a large area it 
is difficult to believe that the Elliott’s and 
Keating’s lodes are the only ones worth ex- 
ploiting, an! further detailed work on the 
—- should bring out some interesting 
acts.” 


RISING COSTS 


Operating costs, the report indicates, con- 
tinue to rise, Owing to increases in basic 
wages and new awards made by the Arbitra- 
tion Court for mgher tates of pay, which in 
turn have seriously raised the cost of plant, 
equipment and stores. For these reasons and 
owing to the fact that in the previous year 
the mill only operated for 80 days and the 
mine for 67, owing to labour troubles, com- 
parisons of operating costs are valueless. 

Operations at Captain’s Flat are continuing 
at a satisfactory level, and for the 20 weeks 
ended November 19, 1950, 75,335 tons of 
ore were milled, an average of 15,067 tons 
for each four-weekly period. The output of 
concentrates for the same period amounted to 
5,914 tons of lead concentrates, 10,776 tons 
of zinc concentrates and 1,757 tons of copper 
concentrates. 

Shipments of lead and zinc concentrates 
to the Continent and to the U.K. are being 
made to the fullest possible extent by Lake 
George Mines Pty. Ltd., in order to take 
advantage of the present high prices for lead 
and zinc. G»ven a continuance of these prices 
and stable labour conditions, the subsidiary 
company should show considerably enhanced 
earnings in the current financial year. 

The chairman, addressing the meeting and 
referring to the question of transferring con- 
trol of the Corporation to Australia, said that 
taking the long view, it was the unanimous 
opinion of the directors that it would not be 
in the best interests of the shareholders to 
upset the existing organisation at the present 
ume. 

The report was adopted. 
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The West Indies 


We can assist you to investigate trade possi- 

bilities in this expanding field where we have 

been established since 1899. Correspondents 
the world over. 


London Offices—6 Lothbury, E.C.2. B. Strath, Mgr 
2-4 Cockspur St., S.W.1. RR. B, Murray, Mer 


THE ROYAL BANK 
OF CANADA 


Head Office: Montreal 
Offices in New York and Paris 


Over 130 vranches » 
Canada, the Wess Indies. 
Central and South Americ 


incorporates » Canada m 1869 wth Limitea Liabitity 


imports/t xports: 
Information about |‘: S* 


Trade References: 


AUSTRALIA . ...... | bes conssions 


Business Opportunities. 


From over 400 Branches throughout Australia 
information is collated relating to the above and 
many other subjects in the interests of British 
trade. You are invited to make use oi! this 
informatory service. 


The English, Scottish & Australian Bank, Limited 
5, Gracechurch Street, London, £.C.3. 





REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS €18,000,000 
CLAIMS PAID EXCEED €207 000,000 
(1949 Accounts: 


CITY OF JOHANNESBURG 


THREE AND A HALF PER CENT INSCRIBED STOCK, 1952. 

NOTICE is hereby given in order to prepare the Warrants for 
interest due March Ist next, the BALANCES of the several accounts 
in the above-mentioned stock will be struck on the night of February 
lst, and that on and after February 2nd the stock will be transfer- 
able ex dividend. 

For Barclays Bank (Dominion, Colonial and Overseas) 
(Registrars of the above Stock). 
G. A. D. HARRISON, Acting Manager, 
Cireus Place, London Wall, E.C.2. January 8, 1951. 
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ESEARCH ASSISTANT required for six months to assist in 
AX writing the official history of large financial institution. Some 
training and considerable resourcefulness required. Part-time 
engagement of good candidate would be considered.—Write eves 
salary required, to Box 3899, c/o Charles Barker & Sons, Ltd., 31, 
Budge Row, London, E.C.4, 
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HE CHARTERED INSTITUTE OF SECRETARIES.—Directors 
requiring ae ham of CHARTERED SECRETARIES to fill 


secre’ lar executive posts are invited to communicate 
pith ¥ of the Institute, 16, George Street, Mansion 
















IFIRE! 


WHERE’S YOUR 


NU-SWIFT? 


Toe World's Fastest Fire Extinguishers 
— for every Fire Risk 
Pressure-operated by sealed CO, Charges 
NU-SWIFT LTO. * ELLAND + YORKS 
inv Every Ship of the Royal Navy 
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THE HONGKONG AND SHANGHAI! 
BANKING CORPORATION 


Ulneorporaicd in the Colony ot Hong Kong) 
The Liability of Members .s limited to the extent and in manner preseribed by Ordinance No, 
of 1929 of the Colony : 





CAPITAL ISSUED AND FULLY PAID UP - -  -_—s___ 520,000,000 
RESERVE FUNDS STERLING - - - . - ~ ~~ €6,600'909 
RESERVE LIABILITY OF MEMBERS. .  - - = $20;000'000 


Head Office: HONG KONG 
CHAIRMAN AND CHIEF MANAGER: HON. SIR ARTHUR MORSE, C.8.c. 
London Office : Gracechurch Street, E.C.3. 
London Managers: 8. A. Gray, A. M, Dunean Wallace, H. A. Mabey 
BRANCHES 


_— bese (Con.) INDIA meets (Con.) NORTH 
angoon nghai Bombay uala Lumpar BORNEO Con. 
CEYLON Swatow Cateutta Malaces Sendakan 
Ovlombo Tieatsin INDO-OHINA Muar Tawaa 
CHINA Tsingtao Haiphong Penang PHILIPPINES 
*Amoy DIAWA (JAVA) Saigon Singapore lloilo 
*Canton Djakarta JAPAN Singapore Manils 
*Chefoo Surabaja Kobe (Orchard Road) SIAM 
*Dairea EUROPE Tokyo Sungei Patani Bangkok 
*Foochow Hamburg Yokohama Teluk Anson UNITED 
*Hankow Lyons MALAYA NORTH KINGDOY 
*Harbin HONG KONG Cameron BORNEO London 
*Moukden Hong Kong Highland. Brunei Town U.S.A. 
*Nanking Kowloon Ipoh Jesselton New York 
Peking Mongkok Johore Bahru Kuala Belait San Francis 
* Branches at t 


not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors is also undertaken by the Bank’s Truste 


Companies in 
HONG KONG LONDON SINGAPORE 





B. W. BLYDENSTEIN & CO. 


Established 1858 





BANKERS 





We specialise in all financial transactions with 
The Netherlands 
54, 55 & 56, Threadneedle Street, London, £.C.2 





UNIVERSITY OF LONDON 


A course of three lectures entitled ** Social Mobility "’ will be given 
by Professor T. Geiger (University of Aarhus) at 5 p.m. on 22 and 29 
January and 5 February at the London School of Economics ani 
Political Science, Houghton Street, Aldwych, W.C.2. 

ADMISSION FREE, WITHOUT TICKET. 

James Henderson, Academic Registrar. 





UNIVERSITY OF LONDON 


# lecture or “ Bureaucracy "' will be given by Professor K. C 
Wheare (Oxford) at 5 p.m. on Friday, January 19th, at the London 
School of Economics and Political Science, Houghton Street, Aldwyc. 


W.C.2. 
ADMISSION FREE, WITHOUT TICKET. 
James Henderson, Academic Registrar. 


MARKET RESEARCH 

An exceytional opportunity now exists in the rapidly expanding 
Market Research Varnes, of a nationally-known manufacturer. 
An Assistant tec the Manager is required with market research expeti- 
ence, capati+ of initiating and controlling consumer surveys, and 
all othes forms of research, including the writing of comprehensiv? 
reports. Please write, stating details of t experience and any 
qualificatiens in statistics or economics, 1 replies will be treated 
in the strictest confidence.—Box 556. 


yMPSRIAL, CHEMICAL INDUSTRIES LIMITED is prepared to 

consider applications for intment to sales, purchasing, and 
other non- echnical posts. Applicants should between the ages 
of 21-25 yeere and should have received a first- scholastic educa- 
tion, either to a university honours degree or followed by experienc? 
or training which can fairly rank as an alternative. Particulars of 
age, ee age caper senem, : B pPincects —. = aubmitted * 

ecruitmer ¢ on, Centra ‘partmen rosyenor e, 
London, S W.1, quoting NTP, . 


~ FOR SALE.—Economist 1943-49. Complete. Offers to Box 557. 
COO 


MURRAY-WATSON | 


Advertising & Marketing 
Home and Overseas 


58, BROOK STREE1, LONDON, Wa. GROSVENOR 3508-9 
DUDLEY WORCESTERSHIRE DUDLEY 3162 


Kingsway, London, W.C2” Published week'y by Tue Boonomist wsearer, LTO., 
ative: R. S. Farley, 111, Broadway, New Yo:k, é--seruliar. January 13, 1951. 
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